R

08049195
Ma/ i Prg S Ma/
Sec t Sing

W

&shﬂ o,

BERKELEY
TECHNOLOGY
LIMITED
PROCESSED
MAY 162008
THOMSON REUTERS

...................................................................................................................................

Annual Report 2007




BERKELEY TECHNOLOGY LIMITED
ANNUAL REPORT FOR THE YEAR ENDED DECEMBER 31, 2007

TABLE OF CONTENTS

FINancial HIGRIIGNES ...ttt ettt ee e s b te s es st sbee e ebeaenesesseanbennees
Organizational SIUCKUTE ...ttt et et v et e s teb e s e ertateses st be e setneba s st e eeastnsseraneanesennrens
Board of Directors and Executive OffiCers ... e
REVIEW OF ThE YBAI ... ettt et e st e ee s aaa s eae e s be b eanrenenean
=T oo Ta @ i gLl 1T e o] - TSR

Management's Discussion and Analysis of Financial Condition and Results of Operations.......................
Results of Operations by BUSINESS SEGMENT ...t
- Venture Capital and ConsUIliNG ..........ccvviciiiiirs et e ee e ens e s e sre snnan

- Life Insurance and ANNUIIES ..o e s rr et s et e sreerar e e renses s benen

B e Ty oo =1 (3= To I 1 =Y TR
Consolidated Income (Loss) from Continuing Operations Before Income Tax Expense...............c........
INCOMIB TAXES ...ttt et et e e s et s s es bt e te b b e eseeeabreersaeeesaeesmseeeanesanasse smseansnseessmsnssanneaeeseea smnennns
DiSCONtINUEH OPBIatiONS ... sttt et et e e s e e s et et e e st be e e ne s e enneesanteseeentnee s
Critical ACCOUNEING POBCIES ........oi ittt e e e ete e e e e e e e
Recently Issued Accounting PronOUNCEMENES ..........cc.coocviieiiiiie e sae s e e avrann s
Liquidity and Capilal RESOUICES ..........iiocivvivereeerrieersiriersimserssrssrsssesrisrserrers srseesinserssmssrssesssessinsmrsessasensrses

Consolidated Statements of Operations ..........o..iioiviiei e e e e eaneeeaes
Consolidated Statements Of Cash FIOWS ..ottt ee e ee e s e e
Consolidated Statements of Changes in Shareholders’ EQUIty .............cccceieiiiiiiinicic e,
Consolidated Statements of Comprehensive [NCOME.........cc.ocov e e
Notes to Consclidated Financial S1atements..........ccc e ee s e s snensens

Report of the INdepandent AUTILONS ...ttt e sreesbe s re s reebe s creesrbeses
Shareholder and INVestOr INformMatION ... et r e s etaeeresseasrareseesaessensanraesessssaeraneeaeenss

A S S . iieiieii e it re e e e e b e e e e e oo e e e e e e et et e e ee et e e e e e e e e e e e eae e s




FINANCIAL HIGHLIGHTS
(Under U.S. GAAP)
{In thousands, except per share and ADS amounts or as noted)

Years Ended December 31,

2006 2005

Income {loss) from continuing OPerations .........c...oovvveenecnenece e $ 376 § (2,683)
Loss on discontinued operations..................c. - (1,000)
Netincome {l0SS) ... e $§ 376 § (3,683
Basic and diluted earnings (loss) per share and ADS:

Basic and diluted earnings (loss) per share:

ContinUing OPEFALIONS ...c..eeviee e b s $ 001 $ (0.05)
Discontinued OperatiOnS. ...t e - {0.02)

$ 0.01 $ (0.07)

Basic and diluted earnings {loss) per ADS:
CONtNUING OPEFALIONS ..ottt ittt et st e et e ees e e $ o007 $ (0.53)
DiscontinUed OPETAtIONS........c..iviicuiiimrric e rerrrre st e v corre e s ae e een e ee s eeee - (0.20)

$ 007 $(0.73)

Ordinary Shares cutstanding (including ADSS) ... 64,439 64,439
Shareholders’ equity................ et e e s st $16.479  $15,923
Net asset value per share " . e $ 032 $ 0.31
Net asset value per ADS ettt bbb $ 324 $ 313

m Based on the net asset value of the Group after deducting the cost of the shares held by the employee benefit
trusts, and on the number of shares outstanding excluding the shares held by the employee benefits trusts.




As used herein, the terms “Company,” “we,” "us” and “our” refer to Berkeley Technology Limited. Except
as the context otherwise requires, the term “Group” refers collectively to the Company and its subsidiaries.

ORGANIZATIONAL STRUCTURE

We currently have two business segments that we operate through our subsidiaries: venture capital and
consulting; and life insurance and annuities. Our principal operating subsidiaries are set forth below:

Principal Subsidiaries Business Segment Location
Berkeley International Capital Corporation Venture capital and consulting  San Francisco, California
London Pacific Assurance Limited Life insurance and annuities Jersey, Channel Islands

BOARD OF DIRECTORS AND EXECUTIVE OFFICERS
Arthur |. Trueger, Executive Chairman

Mr. Trueger is the founder and a principal shareholder of Berkeley Technology Limited. He has worked
for us for more than 30 years and holds A.B., M.A. and J.D. degrees from the University of California.

Victor A. Hebert, Deputy Chairman, Non-Executive Director

Mr. Hebert has been a non-executive director since the Company’s incorporation in January 1985 and
Deputy Chairman since February 1996. He is of counsel to the law firm Heller Ehrman LLP in San Francisco,
California, having joined the firm in 1962. Mr. Hebert is a member of the Compensation Committee.

Harold E. Hughes, Jr., Non-Executive Director

Mr. Hughes has been a non-executive director since January 1987. He has been Chief Executive
Officer of Rambus, Inc., a chip-semiconductor interface supplier, since January 2005, and a director of
Rambus since June 2003. Previously, he was Chairman of Pandesic LLC, an eCommerce software supplier
owned jointly by Inte! Corporation and SAP, from 1997 to 2000. Prior to Pandesic, he was employed by Intel
Corporation for 23 years, during which time he held a number of positions in financial and operational
management. He previously served on the boards of Xilinx, Inc. and REMEC, Inc., having resigned those
board seats in 2006 and 2005, respectively. Mr. Hughes is a member of the Audit, Business Development and
Compensation Committees.

The Viscount Trenchard, Non-Executive Director

Lord Trenchard has been a non-executive director since August 1999. He was appeinted a Managing
Director of Mizuho International plc in 2007, and became a Director of Bache Global Series also in 2007. Lord
Trenchard has been a Senior Adviser to Prudential Financial, Inc., a major life insurance and investment
management group, since 2002, and a Director of its subsidiary, Dryden Wealth Management Limited, a
provider of international private client wealth management services, from 2004 to 2005. He has been
Chairman of The Dejima Fund Limited since 2002, a Director of Stratton Street PCC Limited since 2006,
Chairman of The Royal Air Force Benevolent Fund since 2006 and was Joint Chairman of The Japan Society
from 2000 to 2004. He was a Director of Robert Fleming and Co. Limited, or one of its principal subsidiaries,
from 1996 to 2000, where he was also head of Japanese Investment Banking. Previously, he was a Director
of Kleinwort Benson Limited from 1986 to 1996, whose Tokyo office he managed for many years. Lord
Trenchard is a member of the Audit and Business Development Committees.

lan K. Whitehead, Chief Financial Officer

Mr. Whitehead has held the position of Chief Financial Officer of Berkeley Technology Limited since he
joined the Company in 1990. He is a member of the Institute of Chartered Accountants in England and Wales.



REVIEW OF THE YEAR

We are pleased to report our 2007 results to shareholders, Qur consolidated net income from
continuing operations, computed in accordance with U.S. generally accepted accounting principles (*U.S.
GAAP"), for the year ended December 31, 2007, was $0.4 million, or $0.01 per diluted share and $0.07 per
diluted ADR, compared with a consolidated net loss from continuing operations of $(2.7) million, or $(0.05) per
diluted share and $(0.53) per diluted ADR, for the year ended December 31, 2006. No dividends will be paid
on the outstanding shares and ADRs for 2007,

A $1.0 million increase in consulting fee income, a $0.9 million decline in operating expenses and the
receipt of a $1.2 million partial distribution resulting from the WorldCom, Inc. securities litigation underpinned
the improved results in 2007. Subsequent to December 31, 2007, we received a further $0.3 million payment
representing the final distribution from the WorldCom, Inc. securities litigation. This $0.3 million payment will
be recognized in the first quarter of 2008 in the Company’'s consolidated statement of operations as a realized
gain, and, along with the $1.2 million received in January 2007, recovers part of the realized loss recorded by
London Pacific Assurance Limited (“LPAL") on its WorldCom bonds in 2002.

LPAL's policyholder liabilities declined during 2007 by $3.5 million. We will continue to evaluate new
product opportunities for LPAL. Any future gains on LPAL’s investment portfolio would give us more flexibility
to rebuild our insurance operations.

We are an international venture capital and consulting firm with a focus on Silicon Valitey technology
companies. OQur intention is to continue managing the Company to create value for our sharehalders. We
believe that our long history of successfully investing in Silicon Valley technology companies positions us well
to create value by acquiring equity positions in promising private companies. We back entrepreneurs directly
with our own capital, by coinvesting with clients, or, in certain cases, we may benefit from investments made by
clients if their investments are successful. In 2007, we established several new equity positions, through direct
investment and through equity rights received as part of our consulting activities. We use our consulting
relationships in part to generate fees that cover operating expenses. The leve! of consuiting fees is expected
to be volatile depending on the nature and extent of our work at any point in time. The Company’s costs have
fallen but the burden of maintaining listings in two jurisdictions, particularly in the U.S., has risen. We will
evaluate ways to reduce this burden to help preserve capital for the Company and its shareholders.




REPORT OF THE DIRECTORS

The directors present this report and the consolidated financial statements of the Company for the year
ended December 31, 2007.

Principal Activities

The activities of the Company and its subsidiaries are venture capital and consulting, and life insurance
and annuities. The Company is incorporated in Jersey, Channel Isiands.

Share Capital

As of December 31, 2007, the Company had autharized share capital of 86,400,000 Ordinary Shares
with a par value of $0.05, of which 64,439,073 shares were issued and outstanding. All of the Company's
shares are listed on the London Stock Exchange (“‘LSE"). Shares are also traded in the form of American
Depositary Shares (“ADSs"), which are evidenced by American Depositary Receipts ("*ADRs"), in the United
States in the ratio of ten Ordinary Shares to each ADS. The ADSs are traded on the Over-the-Counter ("OTC")
Bulletin Board. On February 14, 2003, warrants to purchase 1,933,172 of the Company's Ordinary Shares at a
price of £0.1143 were issued to the Bank of Scotland in connection with the Term Loan and Guarantee Facility
entered into between the Company and Bank of Scotland. This bank facility was repaid fully and terminated in
June 2003.

Directors
The directors of the Company who served throughout the year were:

Arthur |. Trueger, Executive Chairman
Victor A. Hebert, Deputy Chairman
Harold E. Hughes, Jr.

The Viscount Trenchard

The Company's Articles of Association provide that at each Annual General Meeting, one-third (or the
number nearest to but not exceeding one-third) of the directors other than the Executive Chairman shall retire
from office by rotation. Under the Articles of Association, there shall be no less than three directors. The
directors, other than the Executive Chairman, are elected to hold office until they are subject to retirement by
rotation. Retiring directors may be eligible for re-election.

Victor A. Hebert retires by rotation and, being eligible, offers himself for re-election.
Except as noted below, no director or his dependants had any interest in the share capital of the
Company or its subsidiaries at any time during the year, nor any entitlements under the Company's share

option plans.

The interests of the directors and their dependants in the shares of the Company, all being held
beneficially, as of December 31, 2007 were as follows:

Ordinary
Ordinary ) Sha{ﬁ

Shares Options
AMRUE L TIUEGEL ..o eeee v errcer e ere s ree s csene s e e e e e mrenese e s e e e e see e ee smeeneemene 19,260,693 2,000,000
ViCtor A HEDEIM ... s e e st 45,000 70,000
Harold E. HUGhES, Jr. it sresine s se s s e e e s e e semebee e e e snme e - 90,000
The Viscount TrenChard ...... ..o e - 70,000

M Ali vested at April 15, 2008, except for 37,500 options held by Mr. Hebert, 37,500 options held by Mr. Hughes and 37,500
options held by the Viscount Trenchard.




All directors’ interests were held at both December 31, 2007 and April 15, 2008.

In addition to Mr. Trueger, who has an interest in 29.9% (19,260,693 shares) of the Company’s issued
share capital, the Company is aware of the following shareholders with an interest in 3% or more of the issued
share capital as of April 15, 2008;

Ordinary Percentage

Shares Held

The London Pacific Group 1990 Employee Share Option Trust ' ................ 13,084,681 20.3%
SC Fundamental Value FUNG, LP. ....oooeiviueeieieeeeeeeeeseeeeeeeeseese oo sesees s 5,634,240 @ 8.7%
SC Fundamental Value BVI, Lid. .....c..covovveervereverreriesieriosionsensessesesmeenessesseee. 4,079,970 @ 6.3%
Mr. P. Gyllenhammar ¥ .. ..ot 5,175,000 8.0%
BronssStAdet AB........cooveei i e e e e s 3,130,000 4.9%
The Union Discount Company of London Limited..........c.ocooceieiiniininicninen, 2,045,000 3.2%

m 2,000,000 of these shares are under option (at an exercise price of $5.40) to Arthur |. Trueger and are not included in the

29.8% above.
@ 3,067,740 are held in ADR form.
) 2,221,470 are held in ADR form.
@ Includes interest in the shares held by The Union Discount Company of London Limited and Bronsstadet AB, shown below.

Except as noted above, there were no other interests of the directors in any contract of significance to
which the Company or any of its subsidiaries was a party at any time during or at the end of the year.

Corporate Governance

There is no general code of practice covering corporate governance in Jersey. Inevitably, our corporate
governance procedures are affected by the small size of our company with only seven employees. The most
significant way in which the Company's corporate governance practice differs from the “Combined Code on
Corporate Governance” in the United Kingdom is that the role of Chairman and Chief Executive Officer is
combined. Also, two of the three current non-executive directors have been directors for over nine years, but
the Board considers all three non-executive directors as independent in character and judgment. None of the
directors has a service contract with the Company.

Meetings of the Board

The board of directors held four meetings during 2007. The Board has three committees: Audit,
Compensation and Business Development. The Audit Committee held four meetings during 2007, and there
were no meetings held by the Compensation Commitiee and the Business Development Committee. Director
attendance at all Board and committee meetings was 100% during 2007.
Committees of the Board

- Audit Committee: Harold E. Hughes, Jr. (Chairman), The Viscount Trenchard

- Compensation Committee: Victor A. Hebert (Chairman), Harold E. Hughes, Jr.

- Business Development Committee: Harold E. Hughes, Jr., The Viscount Trenchard
Directors’ Responsibilities as Regards to the Financial Statements

Jersey company law requires the directors to prepare financial statements for each financial year which
give a true and fair view of the state of affairs of the Company and of the net income or loss of the Company
for that period. In preparing those financial statements, the directors are required to:

i) Select suitable accounting policies and then apply them consistently,;

iy Make judgments and estimates that are reasonable and prudent;



il State whether applicable accounting standards have been followed, subject to any material
departures disclosed and explained in the financial statements; and

iv) Prepare the financial statements on a going concern basis unless it is inappropriate to presume that
the Company will continue in business.

The directors are responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the Company and enable them to ensure that the financial
statements comply with the Companies (Jersey) Law 1991. The directors are also responsible for
safeguarding the assets of the Company and for taking reasonable steps for the prevention and detection of
fraud and other irregularities.

Resuits and Dividends

The Group's consolidated net income for the year amounted to $0.4 million. In view of the Company’s
requirement to conserve cash in order to meet the operating needs and growth opportunities of the business,
an interim dividend for 2007 was not paid and the Board of Directors will not be recommending a final dividend
for the year 2007.

The London Pacific Group 1990 Employee Share Option Trust has waived its entitliement to dividends.
Taxation Implications

Charities, superannuation funds and certain assurance companies in the United Kingdom, together with
individual investors who are not resident in Jersey, may be entitled to a full or partial repayment of the Jersey

income tax credit arising on distributions, on submission of a claim to the Jersey Comptroller of Income Tax.
Shareholders should consult their tax advisor with respect to their own tax positions.

Auditors
BDO Stoy Hayward LLP and BDO Seidman, LLP have indicated their willingness to continue in office.

During 2007, the Company's Audit Committee pre-approved all audit and permissible non-audit related
fees incurred with BDO Stoy Hayward LLP and BDO Seidman, LLP. The Audit Committee considered and
concluded that the provision of the non-audit services during 2007 was compatible with maintaining the
independence of BDO Stoy Hayward LLP and BDO Seidman, LLP.

By Order of the Board

Robert A. Cornman
Secretary

4 Wests Centre

Bath Street

St. Helier JE2 45T
Jersey, Channel Islands

April 15, 2008



MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

This Management's Discussion and Analysis of Financial Condition and Resuits of Operations should be
read in conjunction with the audited consolidated financial statements, and the notes thereto, presented
elsewhere in this Report. The consolidated financial statements are prepared in accordance with accounting
principles generally accepted in the United States. This section should also be read in conjunction with the
‘Forward-Looking Statements and Factors That May Affect Future Results” which are set forth below and in
our filings with the U.S. Securities and Exchange Commission (“SEC”).

Forward-Looking Statements and Factors That May Affect Future Resuits

This Management's Discussion and Analysis of Financial Condition and Results of Operations and other
sections of this Report contain forward-looking statements within the meaning of Section 21E of the Securities
Exchange Act of 1934, as amended. Such forward-looking statements are based on current expectations,
estimates, forecasts and projections about the industries in which we operate, management’s current beliefs
and assumptions made by management. Words such as “expects,” “anticipates,” “intends,” “plans,” “believes,”
“seeks,” “estimates,” "goals,” variations of such words and similar expressions are intended to identify such
forward-looking statements. These statements are not guarantees of future performance and involve certain
risks, uncertainties and assumpticns that are difficult to predict. Future outcomes and results may differ
materially from what is expressed or forecasted in such forward-looking statements. We undertake no
obligation to update any forward-looking statements, whether as a result of new information, future
developments or otherwise.

L "u
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Factors that could cause or contribute to deviations from the forward-looking statements include those
discussed in this section, elsewhere in this Report and in our filings with the SEC. The factors include, but are
not limited to, (i) variations in demand for our products and services, (ii) the success of our new products and
services, (iii) significant changes in net cash flows in or out of our businesses, (iv) fluctuations in the
performance of debt and equity markets worldwide, (v) the enactment of adverse state, federal or foreign
regulation or changes in government policy or regulation (including accounting standards) affecting our
operations, (vi) the effect of economic conditions and interest rates in the U.S., the U.K. or internationally, (vii)
the ability of our subsidiaries to compete in their respective husinesses, (viii) our ability to attract and retain key
personnel, and {ix) actions by governmental authorities that regulate our businesses, including insurance
commissions.




RESULTS OF OPERATIONS BY BUSINESS SEGMENT

Income hefore income taxes for our reportable operating segments, based on management’s internal
reporting structure, is as follows:
Years Ended December 31,
2007 2006

{In thousands)

Income (loss) from continuing operations before income tax expense
by operating segment:

Venture capital and consSUING ... $ 317 $ (403)

Life insurance and annuUIIES ...........ooooriiiieieie et 1,228 (221)
1,545 (624)

Reconciliation of segment amounts to consolidated amounts:

Interest and other fee INCOME .........c.cooceiinii et e 226 283

COTPOrAtE BXPBRSES ... ettt e e eeeeae e e e e e eaee e et e enne e ereenn {1,392) (2,336)

[0 g T D=t T T TR (1) (N

Consolidated income (loss) from continuing operations before
INCOME LAX EXPBISE ...t iiiiiote oo e ettt e e rmeeet e e e eereass st bertesiesaseans $ 378 $(2,678)

Business segment data contained in Note 16 to the Consolidated Financial Statements should be read
in conjunction with this discussion. A detailed discussion of the results for each reportable segment follows.

Venture Capital and Consulting

Certain information regarding our venture capital and consulting segment's results of operations is as
follows:

Years Ended December 31,

2007 2006

(In thousands}
Revenues and net investment gains:

CONSUIING FEES ...eivecvvver ettt s ser e e e s e st st e sbasbe st e s e se s et s arbassnssns e $ 1,718 $ 705
Change in net unrealized investment gains and losses on

trading SECURIES ... oottt e e e e e e e e e enbee s s st e e eanaeeeenres - 18
Total revenues and net investment gains................cociiiicc 1,718 723
OPErating BXPENSES ....oei ettt et ee e et e e sae e enbe e et e e e seeeanneeanns 1,401 1,126
Income {loss) from continuing operations before income tax expense ............... $ 317 $ (403)
2007 compared to 2006

In 2007, our venture capital and consulting segment contributed income before income taxes of $0.3
million to our overall income from continuing operations before income taxes, compared to a loss before
income taxes of $0.4 million in 2008. The improved results for this segment were attributable to a $1.0 million
increase in consulting fee revenues.

Consulting fee revenues increased from $0.7 million in 2006 to $1.7 million in 2007, due to a contract
that was signed with a new client in early 2007 that generated $0.9 million in consulting fees. That contract ran
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through the end of 2007. A new contract has been signed with this client in 2008. The scope of our work
under this new contract has been reduced and, accordingly, consulting revenues from this client during 2008
are expected to be significantly lower than in 2007.

Under the 2007 contract referenced above, we are entitied to earn additional compensation in the future
depending upon the performance of certain venture capital investments made by the client with our assistance.
Any such compensation would be paid to us as a proportion of any capital gain realized by the client, after
deducting certain costs, upon a defined realization of the investment by the client.

Some of the consulting agreements that we have had, provided that we receive promissory notes that
were convertible into preferred stock, or common stock options, as part of our compensation. During 2007,
we received preferred stock in a consulting client valued at $140,000. We also hold common stock aptions in
two technology companies that are now fully vested, though we believe that currently these have no value.

Operating expenses in this segment increased by $0.3 million to $1.4 million in 2007 primarily due to
higher staff costs allocated to this segment. During 2006, some employees who are normally dedicated to the
venture capital and consulting segment spent part of their time on certain corporate matters. During 2007,
these employees were able to focus more fully on venture capital and consulting activities.

Life Insurance and Annuities

Certain information regarding our life insurance and annuities segment’s results of operations is as
follows:

Years Ended December 31,

2007 2006

{In thousands)
Revenues and net investment gains (losses):

INVESTMENE INCOMIE ....eeiteiierieeeererisriaeseree e see e sscerabea e rser e nee e em e e nt e bense e et enbenrenraarennes $ 6578 $ 937
Insurance policy Charges ... 2 2
Net realized investment gains {I0SSES) ...t 1,198 (2)
Total revenues and net investment gains (10SSe8) ..., 1,778 937
Expenses:

Amounts credited on insurance policyholder accounts ... 44 468
General and administrative @XPeNSES ... oo 506 690
TOtal EXPENSES ....c.oiieiee et st r e s e e et 550 1,158
Income (loss) from continuing operations before income tax expense............... $ 1,228 $ (221)

LPAL’s policyholder liabilities fell during 2007 by $3.5 million to $0.1 million primarily due to maturing
policies. LPAL now has three policies remaining which are scheduled to mature in 2009. There are no plans
currently to write new policies.

2007 compared to 2006

In 2007, LPAL contributed income before income taxes of $1.2 million to our overall income from
continuing operations before income taxes, compared to a loss before income taxes of $0.2 million in 2006.
This improved result in 2007 is attributable to the receipt of a $1.2 million partial distribution from the
WorldCom, Inc. securities litigation and a $0.2 million decrease in opérating expenses.

Interest income on cash and investments declined by $0.3 million in 2007 to $0.6 million, primarily due to
the decline in the level of LPAL's corporate bond investments and cash, which was consistent with the decline

10




in policyholder liabilities during 2007. The level of LPAL's corporate bonds and cash at the end of 2007 was
$10.3 million, compared with $13.4 million at the end of 2006. Interest credited on policyholder accounts
decreased by $0.4 million in 2007 to $44,000, compared to $0.5 million in 2006. This decrease was due
primarily to policy maturities since December 31, 2006. The average rate credited to policyholders was 4.8%
in 2007, compared with 5.1% in 2006.

Total assets decreased to $12.2 million as of December 31, 2007, compared to $14.5 million as of
December 31, 2006, primarily due to policyholder benefits paid of $3.5 million during 2007.

Realized investment gains for 2007 were $1.2 million. This amount was received in January 2007 and
represents a partial distribution from the WorldCom, Inc. securities litigation. LPAL held certain WorldCom,
Inc. publicly traded bonds which it sold at a loss in 2002. This $1.2 million payment reverses part of the
realized loss recorded in 2002. Since this payment is for LPAL's account, it is not available to fund the
operations or commitments of the Company or its other subsidiaries.

Policyholder liabilities as of December 31, 2007 were $141,000. There were three policies outstanding
as of that date totaling $95,000 which are scheduled to mature in 2009. The balance of $46,000 refates to two
death claims which are pending payment.

Included in general and administrative expenses for 2007 are $44,000 of employee severance costs.
Excluding these employee severance costs, general and administrative expenses for 2007 were $0.5 million,
compared with $0.7 million for 2006. This $0.2 million decrease was primarily due to lower staff costs as well
as to lower facilities costs subsequent to the sublease of our Jersey office in mid-2006. We no longer have
staff or operations in Jersey, though LPAL maintains a registered office in Jersey and is still regulated by the
JFSC.

Subsequent Events

LPAL received a $0.3 million payment in February 2008, representing the final distribution from the
WorldCom, Inc. securities litigation, which will be recognized in the Group's statement of operations for the first
quarter of 2008. Since this payment is for LPAL’s account, it is not available to fund the operations or
commitments of the Company or its other subsidiaries.

In February 2008, LPAL submitted a claim in the Enron Securities class action settlement, based on
certain Enron bonds previousty held by LPAL which LPAL believes constitute “Category 17 securilies eligible
for the Enron settlement proceeds. We do not expect any payment based on LPAL's claim until 2009 at the
earliest. The amount of the recovery of LPAL's realized investment losses recorded in 2002 is currently
unknown.

Corporate and Other
2007 compared to 2006

Corporate expenses decreased by $0.9 million to $1.4 million in 2007, compared to 2006. This
decrease was due to losses associated with the sublease of our Jersey office of $0.2 million recorded in 2006;
the settiement of the SunGard litigation matter during 2006 which resulted in lower legal fees of $0.4 million in
2007 and lower staff allocations to the corporate segment in 2007 of $0.2 million; lower corporate insurance
costs of $0.1 million; and lower staff costs of $0.1 million due to the reduction in staff during the first half of
2007. We expect corporate expenses to decline in 2008 compared to 2007, primarily due to the closure of our
Jersey office in mid-2007. The Company however continues to maintain a registered office in Jersey.

11




Consolidated Income (Loss) from Continuing Operations Before Income Tax Expense
2007 compared to 2006

Our cansolidated income from continuing operations before income tax expense was $0.4 million in
2007, compared to a loss before income taxes of $2.7 million in 2006. This $3.1 million improvement in results
was due primarily to an increase in consulting fee revenues of $1.0 million, a decrease in operating expenses
of $0.9 million (as explained above), and the $1.2 million realized investment gain from the partial settlement
proceeds from the WorldCom, Inc. securities litigation.

We continue to pursue opportunities to grow the business in the future, however, there is no guarantee
that we will be successful in redeveloping our venture capital and consulting operations.

income Taxes

We are subject to taxation on our income in all countries in which we operate based upon the taxable
income arising in each country. However, realized gains on certain investments are exempt from Jersey and
Guernsey taxation. We are subject to income tax in Jersey at a rate of 20%. In the United States, we are
subject to both federal and California taxes at rates up to 34% and 8.84%, respectively.

2007 compared to 2006 (continuing operations)

The $2,000 tax expense for 2007 is comprised of our minimum California taxes. Other than these taxes,
no other tax expense or benefits were applicable to our Group for this period. Income before income taxes of
$0.3 million was contributed by our Jersey and Guernsey operations, however this includes the $1.2 million of
investment gain related to the partial WorldCom, Inc. litigation settlement which is treated as a capital gain for
tax purposes. Realized gains on certain investments are not taxed in Jersey. Our U.S subsidiaries contributed
income before income taxes of $0.1 million during 2007. Due to net operating loss carryforwards to 2007, our
U.S. subsidiaries have no tax liability for 2007. In 2006, our only tax expense was $5,000 of minimum
California taxes.

Discontinued Operations

The $1.0 million loss on discontinued operations recorded in 2006 resulted from the write-off of the $1.0
million of cash held in escrow which was part of the proceeds from the sale of London Pacific Advisors in June
2003 held back to cover any of the Group's indemnity obligations. For further information see Note 2
"Discontinued Operations” to the Consclidated Financial Statements.

While the $1.0 million loss on discontinued operations in 2006 was attributable to one of our U.S
subsidiaries, we did not recognize any U.S. tax benefits due to the 100% valuation allowances that we have
provided for all deferred tax assets.

CRITICAL ACCOUNTING POLICIES

Management has identified those accounting policies that are most important to the accurate portrayal of
our financial condition and results of operations and that require management's most complex or subjective
judgments, often as a result of the need to make estimates about the effect of matters that are inherently
uncertain. These most critical accounting policies pertain to our investments, life insurance policy liabilities,
revenue recognition, and assumptions used to value share options granted. These critical accounting policies
are described below.

Accounting for Investments

As the majority of the Group's assets are in its life insurance and annuities business, the Group
considers itself an insurance company for financial reporting purposes. As such, we comply with the
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provisions of Statement of Financial Accounting Standards No. 115 (“SFAS 1187), "Accounting for Certain
Investments in Debt and Equity Securities,” for all of our debt and equity investments. In accordance with
paragraph 127(b) of SFAS 115, insurance companies are required to report equity securities at fair value even
if they do not meet the scope criteria in paragraph 3 of SFAS 115. Thus, all of our investments must be
reported at fair value, and temporary changes in fair value are recognized as unrealized gains and losses and
reported, net of applicable income taxes, in a separate component of shareholders’ equity.

Determination of Fair Values of Investments

When a quoted market price is available for a security, we use this price in the determination of fair
value. If a quoted market price is not available for a security, management estimates the security's fair value
based on valuation methodologies as described below.

We hold investments in privately held equity securities, primarily convertible preferred stock in venture
capital companies doing business in various segments of technology industries. Venture capital investing
entails making investments in companies that are developing products or services for large emerging markets
with the belief that these investments will yield superior returns if these companies are successful. These
investments are normally held for a number of years. When we make these investments, most of the
companies are still developing the products they intend to bring to market or are in the early stages of product
sales. Venture capital financed companies are net consumers of cash and often dependent upon additional
financing to execute their business plans. These investments involve substantial risk and the companies
generally lack meaningful historical financial results used in traditional valuation models. The process of
pricing these securities ranges from fierce competitive bidding between financial institutions to existing
investors negotiating prices with the company without outside investor validation. Investments in convertible
preferred stock come with rights that vary dramatically both from company to company and between rounds of
financing within the same company. These rights, such as anti-dilution, redemption, liquidation preferences
and participation, bear directly on the price an investor is willing to pay for a security. The returns on these
investments are generally realized through an initial public offering of the company’s shares or, more
commonly, through the company's acquisition by a public company.

One of the factors affecting fair value is the amount of time before a company requires additional
financing to support its operations. Management believes that companies that are financed to the estimated
point of operational profitability or for a period greater than one year will most likely return value to the investor
through an acquisition between a willing buyer and seller, as the company does not need to seek financing
from an opportunistic investor or insider in an adverse investment environment. If a particular company needs
capital in the near term, management considers a range of factors in its fair value analysis, including our ability
to recover our investment through surviving liquidation preferences. Management's valuation methodologies
alsc include fundamental analysis that evaluates the investee company’s progress in developing producls,
building intellectual property portfolios and securing customer relationships, as well as overall industry
conditions, conditions in and prospects for the investee’s geographic region, and overall equity market
conditions. This is combined with analysis of comparable acquisition transactions and values to determine if
the security’s liquidation preferences will ensure full recovery of our investment in a likely acquisition outcome,
In its valuation analysis, management also considers the most recent transaction in a company's shares.

The determination of fair values of investments requires the application of significant judgment. It is
possible that the factors evaluated by management and fair values will change in subsequent periods,
especially with respect to our privately held equity securities in technology companies, resulting in material
impairment charges in future periods. Historistically, we have determined that our best estimate of the fair
value of our private equity investments has equaled our cost basis, unless there has been a temporary or
other-than-temporary impairment of the investment.

Other-than-temporary Impairments of Investments
Management performs an ongoing review of all investments in the portfolio to determine if there are any

declines in fair value that are other-than-temporary.
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In relation to our equity securities that do not have a readily determinable fair value and are classified as
available-for-sale, factors considered in impairment reviews include: (i) the length of time and extent to which
estimated fair values have been below cost and the reasons for the decline, (ii) the investee’s recent financial
performance and condition, earnings trends and future prospects, (iii) the market condition of either the
investee's geographic area or industry as a whole, and (iv) concerns regarding the investee's ability to continue
as a going concern (such as the inability to obtain additional financing). If the evidence supports that a decline
in fair value is other-than-temporary, then the investment is reduced to its estimated fair value, which becomes
its new cost basis, and a realized loss is reflected in earnings.

We determine that a fixed maturity security is impaired when it is probable that we will not be able to
collect amounts due (principal and interest) according to the security’s contractual terms. We make this
determination by considering all available facts and circumstances, including our intent and ability to continue
to hold the investment to maturity, The factors we consider include: (i) the length of time and extent to which
the market values have been below amortized cost and the reasons for the decline, (i} the issuer's recent
financial performance and condition, earnings trends and future prospects in the near to mid-term, (i) changes
in the issuer’s debt rating and/or regulatory actions or other events that may effect the issuer's operations,
(v} the market condition of either the issuer's geographic area or industry as a whole, and (v) factors that raise
doubt about the issuer's ability to continue as a going concern. If the evidence supports that a decline in fair
value is other-than-temporary, then the fixed maturity security is written down to its quoted market value, if
such a value is available. If a readily determinable fair value does not exist, then the fixed maturity security is
written down lo management's estimate of its fair value, which is based on the valuation methodologies
described above. Write-downs are recorded as realized losses and included in earnings.

The evaluations for other-than-temporary impairments require the application of significant judgment. It
is possible that the impairment factors evaluated by management and fair values will change in subsequent
periods, especially with respect to privately held equity securities in technology companies, resulting in material
impairment charges in future periods.

Life Insurance Policy Liabilities

We account for life insurance policy liabilities in accordance with Statement of Financial Accounting
Standards No. 97, “Accounting and Reporting by Insurance Enterprises for Certain Long-Duration Contracts
and for Realized Gains and Losses from the Sale of Investments.” We account for life insurance policy
liabilities for deferred annuities as investment-type insurance producis and we record these liabilities at
accurmulated value (premiums received, plus accrued interest to the balance sheet date, less withdrawals and
assessed fees).

Revenue Recognition

The timing of revenue recognition for consulting services requires a degree of judgment. Under SEC
Staff Accounting Bulletin No. 104 (*SAB 104"), revenue is realized or realizable and earned when persuasive
evidence of an arrangement exists, delivery has occurred or services have been rendered, the seller’s price to
the buyer is fixed and determinable and collectibility is reasonably assured. We recognize consulting fee
revenues in our consolidated statement of operations as the services are performed, if all the conditions of
SAB 104 are met. We do not recognize performance based revenues under a consulting arrangement until the
payments are earned, the client has acknowledged the liability in writing and collectibility is reasonably
assured.

Valuation of Share Options Granted

We calculate the fair value of share option grants to employees using the Black-Scholes option pricing
model, even though this model was developed to estimate the fair value of freely tradable, fully transferable
options without vesting restrictions, which differ significantly from the Company's share options. The Black-
Scholes model also requires subjective assumptions, including future share price volatility and expected time
to exercise, which greatly affect the calculated values. The expected term of options granted is derived from
historical data on employee exercises and post-vesting employment termination behavior, The risk-free rate is
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based on the U.S. Treasury rates in effect during the corresponding period of grant. The expected volatility is
based on the historical volatility of the Company's share price. These factors could change in the future, which
would affect the share based compensation expense in future periods, if the Company, through the ESOT,
should grant additional share options. It should be noted, however, that share based compensation expense in
the Company’'s consolidated statement of operations has no negative impact on total shareholders’ equity
because there is an offsetting entry to additional paid-in capital in the Company's consolidated balance sheet.

RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

See Note 1 to the Consolidated Financial Statements for a summary of recently issued accounting
pronouncements.

LIQUIDITY AND CAPITAL RESOURCES

Our cash and cash equivalents increased during 2007 by $7.9 million from $6.7 million as of December
31, 2006 to $14.6 milion as of December 31, 2007. This increase in cash and cash equivalents primarily
resulted from $12.2 million of cash provided by investing activities, partially offset by $3.6 million and $0.8
million of cash used in financing activities and operating activities, respectively. Cash provided by investing
activities primarily related to the maturity of fixed maturity securities in LPAL and the Group, partially offset by
the purchase of an available-for-sale private equity security by LPAL. Cash used in financing activities related
to insurance policyholder benefits paid by LPAL. Cash used in operating activities primarily resulted from the
$0.4 million in operating income for 2007, less the $1.2 million partial proceeds from the WorldCom, Inc.
securities litigation settlement which is included in cash flows from investing activities. As of December 31,
2007, our cash and cash equivalents, excluding the amount held by LPAL, amounted to $4.3 million, an
increase of $1.9 million from December 31, 2006. We received $3.0 million in proceeds from the maturity of
corporate bonds during 2007, which were partially offset by cash used in operating activities.

The $10.3 million of cash and cash equivalents held by LPAL, as well as the $1.8 million of investments
held by LPAL, are not currently available to fund the operations or commitments of the Company or its other
subsidiaries, However, a dividend could be paid from LPAL tc the Company upoh approval from the JFSC,
although currently the Company does not have plans to request such a dividend.

Shareholders’ equity increased during 2007 by $0.6 million from $15.9 million at December 31, 2006 to
$16.5 million as of December 31, 2007, primarily due to net income for the period of $0.4 million. As of
December 31, 2007 and 2006, $62.6 million of our Ordinary Shares, at cost, held by the employee benefit
trusts have been netted against shareholders' equity.

During 2007, LPAL continued to service its existing policyhalders. During this period, policy surrenders
totaled $0.1 million and policy maturities and death claims totaled $3.5 million. Policyholder liabilities were
$0.1 million as of December 31, 2007, compared to $3.6 million as of December 31, 2006. We do not expect
any surrender activity during 2008. The policies remaining at December 31, 2007 are scheduled to mature in
2009. LPAL has sufficient liquid resources to fund these maturities. As of December 31, 2007, LPAL had cash
of $10.3 million.

As of December 31, 2007, we had no bank borrowings, guarantee obligations, material commitments
outstanding for capital expenditures or additional funding for private equity portfolio companies.

As of December 31, 2007, we had $4.3 million of cash and cash equivalents, excluding cash held by our

life insurance and annuities segment. We believe that this cash balance is sufficient to fund our operations
{venture capital and consulting and corporate activities) over at least the next 12 months.
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BERKELEY TECHNOLOGY LIMITED AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
{In thousands, except share amounts)

December 31,
2007 2006
ASSETS
Investments (principally of life insurance subsidiary):
Fixed maturities:
Available-for-sale, at fair value (amortized cost: $0 and $9,021
as of December 31, 2007 and 2006, respectively) .....c.coovveeeieriivccee i $ - $ 9,007
Held-to-maturity, at amortized cost (fair value; $0 and $3,004 as of
December 31, 2007 and 2006, respectively).........ccoovevvricrnienveecre e - 3.009
Equity securities:

Available-for-sale, at estimated fair value ...........ccccocni e 1,984 844
T Al INVESIMENES ..ottt ettt eee e 1,984 ¥ 12,860
Cash and Cash EQUIVBIENTS ...........coveceeeeeeeeee e e st ese s et e sre e e 14,568 " 6,707
Accrued investment iNCOME ...t 15 304
Property and equipment, Net ... 14 17
OtNET @SSEES ..ttt ettt e en et et e e eneennannans 586 349
TOtAl @SSBIS .ooiveevieriireiie et ettt et a e s et e e e et e et e et s e e ene e e reenan $ 17,167 $ 20,237

LIABILITIES AND SHAREHOLDERS' EQUITY

Liabilities:
Life insurance policy HabliHIES ..............ccccoovveieiiiirer et art e $ 14 $ 3,640
Accounts payable and accruals ... 547 674
Total labilities ... e e 688 4,314
Commitments and contingencies (See Note 10)
Shareholders' equity:
QOrdinary shares, $0.05 par value per share: 86,400,000 shares authorized;

64,439,073 shares issued and outstanding as of December 31, 2007

AN 2006 ...t e e et 3,222 3,222
Additional paid-in capital ... 67,789 67,718
(34=1 = [T g e =TT 11 oo USSR 8,465 7,999
Employee benefit trusts, at cost (13,622,381 shares as of

December 31, 2007 and 2008) ..........ccccoverrcviarierien s e e eeees (62,598) (62,598)
Accumulated other COMPrehensSive 10SS .. e (399) (418)
Total shareholders' equity...................ocooi i, 16,479 15,923
Total liabilities and shareholders' equity................cccoooeiiiiiii e, $ 17,167 $ 20,237
Arthur I. Trueger Trenchard
Executive Chairman Director

April 15, 2008

M Inciudes $1,844 of investments and $10,315 of cash and cash equivalents in the Company’s insurance
subsidiary (London Pacific Assurance Limited {("LPAL")) which are not currently available to fund the
operations or commitments of the Company or its other subsidiaries.

See accempanying Notes which are an integral part of these Consclidated Financial Statements.
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BERKELEY TECHNOLOGY LIMITED AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS
{In thousands, except per share and ADS amounts)

Years Ended December 31,

2007 2006
Continuing operations:
Revenues:
INVESIMENE INCOME ..o et e et et b bt $ 804 $ 1,203
Insurance PoliCy Charges ...t 2 2
| Consulting and other fee iNCOME ..o e e 1,718 722
' Net realized investment gains (I0SSES) ..o 1,198 (2)
‘ Change in net unrealized investment gains and losses on trading
| SBOUMLIES <. e et s e e e - 18
3,722 1,943
Expenses: -
Amounts credited on insurance policyholder accounts..........ccocvviivine e, 44 468
OPErating EXPENSES .....coi ittt ettt et e e e s e s en e 3,299 4,152
I [T T =3 L= 2 T OSSP 1 1
3,344 4,621
Income (loss) from continuing operations before income tax expense............ 378 {2,678)
INCOME tAX EXPEIMISE .. iviiiiiiiiieeiiiiirti et e e et tr e e s e s ar e s e e aes s e bsraeraeens s e sarsnenassens 2 5
Income (loss) from continuing operations ... 376 (2,683}
Discontinued operations:
Loss on disposal of discontinued cperations, net of income
tax expense Of S0 ... ... e e - {(1,000)
Loss on discontinued operations................... - (1,000)
Net iNComMe (IOSS) ..o e ettt § 376 $ (3,683)
Basic and diluted earnings (loss) per share and ADS:
Basic and diluted earnings (loss) per share:
ContinuUInNg OPerations ........c.oc v e e e e e err s $ 0.01 $ (0.05)
DiSCONtNUE OPBIAtIONS. e it e s vereree s e e ee i e e e rresesrrnrerrareseesras rarraereese s e resbngees - {0.02)
$ 0.0 $ (0.07)
Basic and diluted earnings {loss) per ADS:
CONtINUING OPEFAHONS ....c.coc.veiivitiiieieecterecc st se s s ere e s esnr e ne s s ennsr e renne $ 0.07 $ (0.53)
DiscontiNUEd OPBFAIONS . .. .cieii et e er e s s st raer e e e se s e sarrasreeee s e s nereeres - {0.20)
$ 0.07 $ (0.73)

See accompanying Notes which are an integral part of these Consolidated Financial Statements.
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BERKELEY TECHNOLOGY LIMITED AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
{In thousands)

Years Ended December 31,

2007 2006

NELINCOME (JOSS) ..eeeivieeeeeeee ettt veer bt s as e r s st e e ansarans $ 376 $ (3.683)
Adjustments to reconcile net income (loss) to net

cash used in operating activities:
Depreciation and amortiZation ........ccovveee i se e e e rreere e 5 32
NON-cash coNSUItING fEES ... ey e e (140) -
Amounts credited on insurance policyholder accounts ... 44 468
Net realized investment 10SS8S {JAINS) ..ooveiiie e {1,198) 2
Loss on forfeiture of @SCrowW ... e - 1,000
Change in net unrealized investment gains and losses

ON trading SECUMHIES ..o et e e - (18)
Net amortization of investment premiums and discounts..............c.c..o oo 30 185
Share based COMPENSAtION ........ccccv ittt et tres e e s eaese e FAl 58
Net changes in operating assets and liabilities:

Trading equily SECUMEIES ...ttt e - 108

Accrued investMENt INCOME ... e e e 289 305

OHhEr @SSBIS .o e e {237) (37)

Life insurance policy iabilities. ..o (2) (2)

Accounts payable, accruals and other liabilities ............cccoeviiicnn {27) 168
Other operating cash flowWSs ... 2 25
Net cash used in operating activities...............c.cccvcniiiininn (787) {1,389)
Cash flows from investing activities:
Purchases of held-to-maturity fixed maturity securities..............cccooo s, - (3,036}
Purchases of available-for-sale fixed maturity securities ............cccoceevivninieenns - {9,082)
Purchases of available-for-sale equity SeCUNtES ...t (1,000) -
Proceeds from maturity of heid-to-maturity fixed maturity securities ....................... 3,000 7,000
Proceeds from sale and maturity of available-for-sale fixed

MALUNTEY SECUMIES .....eei e e 9,000 14,364
Partial proceeds from WorldCom, Inc. securities litigation settlement .................... 1,198 -
Capital exXpendifUures ... ..o e e e et 4 {7)
Net cash provided by investing activities ... 12,194 9,239

See accompanying Notes which are an integral part of these Consolidated Financial Statements.
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BERKELEY TECHNOLOGY LIMITED AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS (Continued}
{In thousands)

Years Ended December 31,

2007 2006
Cash flows from financing activities:
Insurance policyholder benefits paid ... (3,560) (11,625)
Net cash used in financing activities ....................cocooi i (3,560} (11,625)
Effect of exchange rate changes on cash ... 14 443
Net increase (decrease) in cash and cash equivalents..............cccoveiciciieccenee, 7,861 (3,332)
Cash and cash equivalents at beginning of year ..., 6,707 10,039
Cash and cash equivalents atend of year " ... $ 14,568 $ 6,707
Supplemental disclosure of cash flow information:
Cash paid during the year for:
Income taxes (net of amounts reCOVEred).. ..o ivieeiecree e 5 2 $ 5

™ The amount for December 31, 2007 includes $10,315 in the Company's insurance subsidiary {(LPAL)
which is not currently available to fund the operations or commitments of the Company or its other
subsidiaries.

See accompanying Notes which are an integral part of these Consolidated Financial Statements.
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BERKELEY TECHNOLOGY LIMITED AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

Balance as of January 1, 2006

Netloss .....occovnveniiecceeeene
Change in net unrealized
gains and losses on
available-for-sale securities .
Foreign currency transiation
adjustment ...
Share based compensation,
including income tax
effectof 30 ..ot

Balance as of
December 31, 2006 ............

Net inCome .......occovveriiinninne
Change in net unrealized
gains and losses on
available-for-sale securities .
Foreign currency translation
adjustment ...
Unclaimed dividends ...............
Share based compensation,
including income tax
effect 0f $0 ..ocovvievreene

Balance as of
December 31, 2007 ............

{In thousands)

Accumulated

Other

Ordinary Shares  Additional Employee Compre- Total
Paid-in Retained Benefit hensive Shareholders’

Number Amount Capital Earnings Trusts Loss Equity
64,439 § 3,222 $ 67,660 $ 11682 $ (62598) §$ (363) $ 19,603
- - - (3,683) - - (3,683)
- - - - . (34} (34)
- - - - - (21) (21)
- - 58 - - - 58
64439 § 3,222 § 67,718 $ 7,999 § (62598) $ (418) $ 15923
- % -9 - % 376 % - 5 - $ 376
- - - - - 14 14
- - - - - 5 5
- . - 90 - - 90

- - 71 - . - 71
64,439 § 3222 § 67,789 $ 8465 § (62,598) § (399) % 16,479

See accompanying Notes which are an integral part of these Consolidated Financial Statements.
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BERKELEY TECHNOLOGY LIMITED AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(In thousands)

Years Ended December 31,

2007 2006

INBLINCOME (JO55) ....evieiieiii ettt sttt s s e s v s s e as s e ba e beraesresnesseronsanssrssaneenns $ 376 $ (3,683)
Other comprehensive income (loss), net of deferred income taxes:
Foreign currency translation adjustments, net of income taxes of $0....................... 5 (21)
Change in net unrealized gains and losses:

Unrealized holding gains and losses on available-for-sale securities.........c.oeeee.l. 14 (14)

Reclassification adjustment for gains and losses included in

NEEINCOME (JOSS) ..o et e e e - (20)

Other comprehensive income (I0SS) ... 19 (55)
Comprehensive INCOME (I0SS) .......ccceieiiriiierienii e s e ss e e anenns $ 395 §(3,738)

See accompanying Notes which are an integral part of these Consolidated Financial Statements.
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BERKELEY TECHNOLOGY LIMITED AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2007

As used herein, the terms “registrant” and "Company" refer to Berkeley Technology Limited. Except as
the context otherwise requires, the term "Group" refers collectively to the registrant and its subsidiaries.

Note 1. Summary of Significant Accounting Policies

Basis of Presentation and Principles of Consolidation

The accompanying consolidated financial statements have been prepared by the Company in conformity
with United States generally accepted accounting principles ("U.S. GAAP"}). These consolidated financial
statements include the accounts of the Company, its subsidiaries, the Employee Share Option Trust ("ESOT")
and the Agent Loyalty Opportunity Trust ("ALOT"). Significant subsidiaries inciuded in the continuing
operations of the Group and discussed in this document include London Pacific Assurance Limited ("LPAL")
and Berkeley International Capital Corporation (*“BICC"). All intercompany transactions and balances have
been eliminated in consolidation.

The consolidated balance sheets are presented in an unclassified format as the majority of the Group’s
assets relate to its life insurance and annuities business. The Group's other business is venture capital and
consulting.

The Company is incorporated under the laws of Jersey, Channel Islands. Its Ordinary Shares are traded
on the London Stock Exchange and in the U.S. on the OTC Bulletin Board in the form of American Depositary
Shares (“ADSs"), which are evidenced by American Depositary Receipts ("ADRs"). Each ADS represents ten
Ordinary Shares. Pursuant to the regulations of the U.S. Securities and Exchange Commission (“SEC™}, the
Company is considered a U.S. domestic registrant and must file financial statements prepared under U.S.
GAAP. As the Company is a "Smaller Reporting Company” as defined by SEC rules that became effective on
February 4, 2008, only two years of financial statements are included herein.

Cash and Cash Equivalents

The Group considers all highly liquid investments with an original maturity of three months or less to be
cash equivalents.

Investments

As the majority of the Group's assets are in its life insurance and annuities business, the Group
considers itself an insurance company for financial reporting purposes. As such, the Group complies with the
provisions of Statement of Financial Accounting Standards No. 115 (“SFAS 115"), “Accounting for Certain
Investments in Debt and Equity Securities,” for all of its debt and equity investments. In accordance with
paragraph 127(b) of SFAS 115, insurance companies are required to report equity securities at fair value even
if they do not meet the scope criteria in paragraph 3 of SFAS 115. Thus, all of the Group’s investments are
reported at fair value, and temporary changes in fair value are recognized as unrealized gains and {osses and
reported, net of applicable income taxes, in a separate component of shareholders’ equity.

The Group's investments consist of fixed maturity and equity securities. Fixed maturity securities are
classified as either available-for-sale or held-to-maturity, and equity securities are classified as either trading or
available-for-sale. The investments are accounted for as follows:

i} Available-for-sale securities are recorded at fair value, with changes in unrealized gains and losses

excluded from net income, but reported net of applicable income taxes as a separate component of
accumulated other comprehensive income;
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BERKELEY TECHNOLOGY LIMITED AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

ii) Held-to-maturity securities are recorded at amortized cost unless these securities become other than
temporarily impaired; and

iiiy Trading securities are recorded at fair value with changes in unrealized gains and losses included in
net income.

When a quoted market price is available for a security, the Group uses this price to determine fair value.
If a quoted market price is not available for a security, management estimates the security’s fair value based
on appropriate valuation methodologies. Management's valuation methodologies include fundamental analysis
that evaluates the investee company's progress in developing products, building intellectual property portfolios
and securing customer relationships, as well as overall industry conditions, conditions in and prospects for the
investee's geographic region, overall equity market conditions, and the level of financing already secured and
available. This is combined with analysis of comparable acquisition transactions and values to determine if the
security's liquidation preferences will ensure full recovery of the Group's investment in a likely acquisition
ocutcome. In its valuation analysis, management also considers the most recent transaction in a company’s
shares.

Amortization of premiums and accretion of discounts on fixed maturity securities are reflected in
earnings over the contractual terms of the investments in a manner that produces a constant effective yield.
Realized gains and losses on securities are included in net income using the specific identification method.
Any other-than-temporary declines in the fair value of available-for-sale or held-to-maturity securities, below
the cost or amortized cost basis, are recognized as realized losses in the consolidated statements of
operations. The cost basis of such securities is adjusted to reflect the write-down recorded.

Property, Equipment and Leasehold Improvements
Property, equipment and leasehold improvements are stated at cost less accumulated depreciation.

Depreciation is calculated on a straight-line basis at rates sufficient to write-off such assets over their estimated
useful lives on the following basis:

Furniture and equipment - five years
Computer equipment, including software - three to five years
Leasehold improvements - life of lease

Assets held under capital leases are included in property, equipment and leasehold improvements and
are depreciated over their estimated useful lives. The future obligations under these leases are included in
accounts payable and accruals. Interest paid on capital leases is charged to the statement of operations over
the periods of the leases.

Life Insurance Policy Liabilities, Revenues and Expenses

Life insurance policy liabilities, premium revenues and related expenses are accounted for in
accordance with Statement of Financial Accounting Standards No. 97, “Accounting and Reporting by
Insurance Enterprises for Certain Long-Duration Contracts and for Realized Gains and Losses from the Sale of
Investments,” as follows:

i) Life insurance policy liabilities for deferred annuities are accounted for as investment-type insurance
praducts and are recorded at accumulated value (premiums received, plus accrued interest to the balance
sheet date, less withdrawals and assessed fees);

ii) Revenues for investment-type insurance products consist of charges assessed against policy account
values for surrenders; and
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BERKELEY TECHNOLOGY LIMITED AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

iii) Benefits for investment-type insurance products are charged to expense when incurred and reflect
the claim amounts in excess of the policy account balance. Expenses for investment-type products include the
interest credited to the policy account balance.

Revenue Recognition
Interest income is accounted for on an accrual basis. Dividends are accounted for when declared.

Consulting fees are recognized in income on an accrual basis, based upon when services are performed
and in accordance with SEC Staff Accounting Bulletin No. 104 ("SAB 104"). Under SAB 104, revenue is
realized or realizable and earned when persuasive evidence of an arrangement exists, delivery has occurred
or services have been rendered, the seller's price to the buyer is fixed and determinable and collectibility is
reasonably assured. Performance based revenues under a consulting arrangement are not recorded until the
payments are earned, the client has acknowledged the liability in writing and collectibility is reasonably
assured.

Share Based Compensation
Equity compensation plan

The London Pacific Group 1990 Employee Share Option Trust (*ESOT"), which was approved by
sharehotders in 1990, provides for the granting of share options {o employees and directors. Options are
generally granted with an exercise price equal to the fair market value of the underlying shares at the date of
grant. Such grants to employees and directors are generally exercisable in four equal annual installments
beginning one year from the date of grant, subject to employment continuation, and expire seven to ten years
from the date of grant.

Share based compensation expense

Effective January 1, 2006, the Company adopted Statement of Financial Accounting Standards No. 123
(revised 2004) (“SFAS 123R"), “Share-Based Payment,” which establishes standards for the accounting of
transactions in which an entity exchanges its equity instruments for goods or services, primarily focusing on
accounting for transactions where an entity obtains employee services in share based payment transactions.
SFAS 123R requires a public entity to measure the cost of employee services received in exchange for an
award of equity instruments, including share options, based on the fair value of the award on the grant date,
and to recognize it as compensation expense over the period the employee is required to provide service in
exchange for the award, usually the vesting period. SFAS 123R supersedes the Company's previous
accounting under Accounting Principles Board Opinion No. 25 (“APB 257), “Accounting for Stock Issued to
Employees,” and related interpretations, for periods beginning in fiscal 2006. In March 2005, the SEC issued
Staff Accounting Bulletin No. 107 ("SAB 107") relating to SFAS 123R. The Company has applied the
provisions of SAB 107 in its adoption of SFAS 123R.

The Company adopted SFAS 123R using the modified prospective transition method as permitted under
SFAS 123R. Accordingly, prior period amounts have not been restated. Under this application, the Company
is required to record compensation expense for all awards granted after the date of adoption and for the
unvested portion of previously granted awards that remain outstanding at the date of adoption. Prior to the
adoption of SFAS 123R, the Company used the intrinsic value method as prescribed by APB 25 and thus
recognized no compensation expense for opticns granted with exercise prices equal to the fair market value of
the Company's ordinary shares on the date of grant.
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In November 2005, the Financial Accounting Standards Board (*FASB”) issued Staff Position No. FAS
123(R}-3 ("FSP 123R-3"), “Transition Election Related to Accounting for the Tax Effects of Share-Based
Payments.” The Company has elected to adopt the alternative transition method provided in FSP 123R-3 for
calculating the tax effects of share based compensation under SFAS 123R. The alternative transition method
includes simplified methods to establish the beginning balance of the additional paid-in capital poo! (*APIC
pool”) related to the tax effects of share based compensation, and for determining the subsequent impact on
the APIC pool and consolidated statements of cash flows of the tax effects of share based compensation
awards that are outstanding upon adoption of SFAS 123R.

SFAS 123R requires companies to estimate the fair value of share based payment awards on the date
of grant using an option pricing model. The value of the portion of the award that is ultimately expected to vest
is recognized as expense over the requisite service periods in the Company's consolidated statement of
operations.

Share based compensation expense recognized in the Company's consolidated statement of operations
for the year ended December 31, 2006 includes compensation expense for share options granted prior to, but
not yet vested as of December 31, 2005, based on the fair value estimated as of the date of grant in
accordance with the provisions of SFAS 123R. No share options were granted during 2006. Share based
compensation expense for 2007 includes compensation expense for share options granted prior to, but not yet
vested as of December 31, 2006, as well as compensation expense for 4.5 million share options granted to
employees and directors on March 27, 2007. SFAS 123R requires forfeitures to be estimated at the time of
grant and revised, if necessary, in subsequent periods if actual forfeitures differ from those estimates. Share
based compensation expense calculated in accordance with SFAS 123R is to be based on awards ultimately
expected to vest, and therefore the expense should be reduced for estimated forfeitures. The Company’s
estimated forfeiture rate of zero percent for the years ended December 31, 2007 and 2006 is based upon the
fact that all unvested options relate to longstanding employees and directors. One employee who held share
options left the Company during the third quarter of 2007 and his 50,000 unvested share options were
forfeited. However, this fact does not change the Group's management estimate of zero percent forfeitures for
future periods.

SFAS 123R requires the cash fiows resulting from the tax benefits resulting from tax deductions in
excess of the compensation cost recognized for those options to be classified as financing cash flows. As
there were no share option exercises during 2007 or 2006, the Company had no related tax benefits during
those years. Prior to the adoption of SFAS 123R, those tax benefits would have been reported as operating
cash flows had the Company received any tax benefits related to share option exercises.

The fair value of share option grants to employees is calculated using the Black-Scholes option pricing
model, even though this mode! was developed to estimate the fair value of freely tradable, fully transferable
options without vesting restrictions, which differ significantly from the Company's share options. The Black-
Scholes model also requires subjective assumptions, including future share price volatility and expected time
to exercise, which greatly affect the calculated values. The expectad term of options granted is derived from
historical data on employee exercises and post-vesting employment termination behavior. The risk-free rate is
based on the U.S. Treasury rates in effect during the corresponding period of grant. The expected volatility is
based on the historical volatility of the Company's share price. These factors could change in the future, which
would affect the share based compensation expense in future periods, if the Company, through the ESOT,
should grant additional share options,
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Income Taxes

The Group accounts for income taxes in accordance with Statement of Financial Accounting Standards
No. 109 (“SFAS 108, “Accounting for Income Taxes.” Under SFAS 109, the Group recognizes taxes payable
or refundable for the current year, and deferred tax assets and liabilities due to temporary differences in the
basis of assets and liabilities between amounts recorded for financial statement and tax purposes.

The Group provides a valuation allowance for deferred income tax assets if it is more likely than not that
some portion of the deferred income tax asset will not be realized. The Group includes in income any increase
or decrease in a valuation allowance that results from a change in circumstances that causes a change in
judgment about the realization of the related deferred income tax asset.

The Group includes in additional paid-in capital the tax benefit on share options exercised during the
period to the extent that such exercises result in a permanent difference between financial statement and tax
basis compensation expense.

In June 2006, the FASB issued Interpretation No. 48 (“FIN 48"), "Accounting for Uncertainty in Income
Taxes.” FIN 48 clarifies the accounting for uncertainty in income taxes recognized in an enterprise's financial
statements in accordance with Statement of Financial Accounting Standards No. 109, “Accounting for Income
Taxes." This interpretation prescribes a recognition threshold and measurement attribute for the financial
statement recognition and measurement of a tax position taken or expected to be taken in a tax return. FIN 48
also provides guidance on de-recognition of tax benefits, classification on the balance sheet, interest and
penalties, accounting in interim periods, disclosure and transition. The Company adopted FIN 48 effective on
January 1, 2007. The adoption of the FIN 48 did not have any impact on the Company’s consolidated financial
statements.

Earnings Per Share and ADS

The Company calculates earnings per share in accordance with Stalement of Financial Accounting
Standards No. 128 (*SFAS 128"), “Earnings per Share.” This statement requires the presentation of basic and
diluted earnings per share. Basic earnings per share is calculated by dividing net income or loss by the
weighted-average number of Ordinary Shares outstanding during the applicable period, excluding shares held
by the ESOT and the ALOT which are regarded as treasury stock for the purposes of this calculation. The
Company has issued employee share options, which are considered potential common stock under SFAS 128.
The Company has also issued Ordinary Share warrants to the Bank of Scotland in connection with the
Company's bank facility (now terminated), which are also considered potential common stock under SFAS
128. Diluted earnings per share is calculated by dividing net income by the weighted-average number of
Ordinary Shares outstanding during the applicable period as adjusted for these potentially dilutive options and
warrants which are determined based on the “Treasury Stock Method.”

Earnings (loss) per ADS is equivalent to ten times earnings (loss) per Ordinary Share.
Foreign Currencies

Prior to July 1, 2007, the Group used the British pound sterling (“sterling”} as the functional currency of
LPAL and the U.S. dollar as the functional currency of the Company and al{ other significant subsidiaries. Due
to significant changes in the operating environment of LPAL, the functional currency of LPAL was changed to
the U.S. doliar effective July 1, 2007. By the end of the second quarter of 2007, almost all policies had been
redeemed, and LPAL's sterling assets were a small portion of its total assets. In addition, LPAL's sterling
operating expenses have been significantly reduced. With this change in functional currency, LPAL's foreign
exchange gains and losses resulting from the remeasurement of foreign currency assets and liabilities into
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U.S. dollars are included in operating expenses in the Group’s consolidated statement of operations, rather
than included in a separate component of other comprehensive income in shareholders’ equity, effective July
1, 2007. This change did not have a material impact on the Group's consolidated statement of operations.
The $(399,000) balance as of June 30, 2007 in accumulated other comprehensive income (loss) in the Group's
consolidated balance sheet will remain until such time LPAL is sold or liquidated.

Comprehensive Income

Comprehensive income consists of net income; changes in unrealized gains and losses on available-for-
sale securities, net of income taxes; and foreign currency transiation gains or losses arising on the translation
of the Group's non-L1.S. dollar based subsidiaries.

Recently Issued Accounting Pronouncements

In September 2006, the FASB issued Statement of Financial Accounting Standards No. 157 (“SFAS
157"), “Fair Value Measurements,” which defines fair value, establishes guidelines for measuring fair value and
expands disclosures regarding fair value measurements. SFAS 157 does not require any new fair value
measurements but rather eliminates inconsistencies in guidance found in various prior accounting
pronouncements. SFAS 157 is effective for financial assets and financial liahilities within its scope for fiscal
years beginning after November 15, 2007 and for interim periods within those fiscal years. The Company will
adopt SFAS 157 for financial assets and financial liabilities within its scope during the first quarter of 2008 and
does not anticipate the adoption to have a material impact on its financial statements. In February 2008, the
FASB issued FASB Staff Position No. FAS 157-2 ("FSP FAS 157-2"), “Effective Date of FASB Statement No.
157,” which defers the effective date of SFAS 157 for all non-financial assets and non-financial liabilities for
fiscal years beginning after November 15, 2008 and interim periods within those fiscal years for items within
the scope of FSP FAS 157-2. The Company does not expect that the adoption of this standard for non-
financial assets and non-financial liabilities will have a material impact on its consolidated financial statements,

In February 2007, the FASB issued Statement of Financial Accounting Standards No. 159 (“SFAS 159",
"The Fair Value Option for Financial Assets and Financial Liabilities - Including an amendment of FASB
Statement No 115." SFAS 159 permits entities to choose to measure many financial instruments and certain
other items at fair value that currently are not required to be measured at fair value. SFAS 159 is effective no
later than fiscal years beginning after November 15, 2007. The Company has the option of adopting this
standard for the first quarter of 2008, The Company does not expect the adoption of SFAS 159 to have a
material impact on its financial statements because the Company does not expect to apply the provisions of
SFAS 159 to any existing financial instruments.

In December 2007, the FASB issued Statement of Financial Accounting Standards No. 141R (“SFAS
141R"), “Business Combinations.” SFAS 141R requires the acquiring entity in a business combination to
recognize all of the assets acquired and liabilities assumed in the transaction at fair value as of the acquisition
date. SFAS 141R is effective for business combinations for which the acquisition date is on or after the
beginning of the first annual reporting period beginning on or after December 15, 2008. The Company is
currently evaluating the effect that the adoption of SFAS 141R will have on its consolidated financial
statements. However, the adoption of SFAS 141R is not expected to have an impact on the Company’s
consolidated financial statements.

In December 2007, the FASB issued Statement of Financial Accounting Standards No. 160 (“SFAS
160", Noncontrolling Interests in Consolidated Financial Statements, an amendment of ARB No. 51." SFAS
160 amends ARB 51 to establish accounting and reporting standards for the noncontrolling interest in a
subsidiary and for the deconsolidation of a subsidiary. It clarifies that a noncontrolling interest in a subsidiary,
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which is sometimes referred to as a minority interest, is an ownership interest in the consolidated entity that
should be reported in the equity section of the balance sheet. Among other requirements, the statement
requires that the consolidated net income attributable to the parent and the noncontrolling interest be clearly
identified and presented on the face of the consolidated income statement. SFAS 160 is effective for fiscal
years beginning on or after December 15, 2008 and earlier adoption is not permitted. The Company is
currently evaluating the effect that the adoption of SFAS 160 will have on its consolidated financial statements.
However, the adoption of SFAS 160 is not expected to have an impact on the Company's consolidated
financial statements.

In March 2008, the FASE issued Statement of Financial Accounting Standards No. 161 (“SFAS 1617),
“Disclosures about Derivative Instruments and Hedging Activities, and amendment of FASB Statement No.
133." This statement requires enhanced disclosures about how derivative and hedging activities affect an
entity’s financial position, financial performance and cash flows. SFAS 161 is effective for fiscal years and
interim periods beginning after November 15, 2008, with early application encouraged. As the Company
currently does not engage in derivative and hedging activities, the adoption of SFAS 161 is not expected to
have an impact on the Company’s consolidated financial statements.

Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities as of the date of these consoclidated financial statements as well as the
reported amount of revenues and expenses during this reporting period. Actual results could differ from these
estimates. Certain estimates such as fair value and actuarial assumptions have a significant impact on the
gains and losses recorded an investrnents and balance of life insurance policy liabilities.

Note 2. Discontinued Operations

The $1.0 million loss on discontinued aperations recorded in 2006 resulted from the write-off of the $1.0
million of cash held in escrow which was part of the proceeds from the sale of London Pacific Advisors (“LPA™)
in June 2003 held back to cover any of the Group’s indemnity obligations. As disclosed in the Company's
2005 and 2006 Annual Reports, in February 2005, SunGard filed a lawsuit against the Company and certain of
its subsidiaries alleging breaches of representations and warranties contained in the sale and purchase
agreement. Subsequently, in April 2005, the Company filed a lawsuit against SunGard and certain of its
affiliates accusing SunGard of wrongful conduct. In August 2006, the Company and SunGard entered into a
settlement agreement covering the above actions. All lawsuits against each other were dismissed and the
Company agreed to forego the $1.0 million escrow account, including accrued interest on the account.
Accordingly, the $1.0 million of cash held in escrow (and $56,000 of interest earned on the escrow account)
was written off as of June 30, 2006. The write-off of the $1.0 million original escrow amount has been shown
as a loss on discontinued operations, and the write-off of the $56,000 of interest earned has been netted
against investment income, in the Campany's consolidated statement of operations for 2006.
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Note 3. Investments
Summary Cost and Fair Value Information
Fixed Maturity Securities
The Group's fixed maturity securities as of December 31, 2006 were comprised of U.S. and non-U.S.
corporate debt securities for which quoted market prices were available. During 2007, all of these fixed

maturity securities matured.

An analysis of fixed maturity securities is as follows:

December 31,

2007 2006
Gross Gross Estimated Gross Gross Estimated
Amortized  Unrealized Unrealized Falr Amortizad  Unrealized Unrealized Falr
Cost Galns Losses Value Cost Gains Losses Value

{In thousands)
Available-for-Sale:
Non-U.S. corporate

debt securities....................... $ - 5 - $ - $ - § 4,017 $ - % 6 %401
Corporate debt securities .......... - - - - 5,004 - {8) 4,996
- - - - 9,021 - (14) 9,007

Held-to-Maturity:

Corporate debt securities .......... - - - - 3.009 - (5) 3,004
- - - - 3,009 - (5) 3,004
Total fixed maturity securities .... 5 - $ - $ - $ - $12,030 § - § (19 $120M

As of December 31, 2006, there were no non-income producing fixed maturity securities for the twelve
months preceding that date.

Equity Securities

Equity securities are comprised of available-for-sale securities. An analysis of equity securities is as
follows:

December 31,

2007 2006
Gross Gross Estimated Gross Gross Estimated
Unrealized Unrealized Fair Unrealized Unrealized Falr
Cost Gains Losses Value Cost Gains Losses Value

{In thousands)
Private corporate equity
SEOUMHES ..o cecetvrvrirsrarrrsarene $ 1984 § - 8 - % 1984 $ 844 § - 8 - § 844

Total available-for-sale
equity SeCurities ................... $ 1984 3§ - % - § 1984 $ 844 § - 8 - § 844
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Investment Concentration and Risk

As of December 31, 2007, the Group’s investments consisted of three private corporate equity securities
with individual boak values of less then 10% of the Group’s shareholders' equity. One of these investments,
with a book value of $1.0 million, is in preferred stock of a technology company that is a consulting client of
BICC. Another investment, with a book value of $140,000, is in preferred stock of another technology
company that is also a consulting client of BICC. The third investment has a book value of $844,000 and is in
preferred stock of a technology company.

As of December 31, 2007, the Company's Jersey based life insurance subsidiary, LPAL, owned 93% of
the Group's $2.0 million in available-for-sale private equity securities. LPAL is a regulated insurance company,
and as such it must meet stringent capital adequacy requirements and no transfers, except in satisfaction of
long-term business liabilities, are permitted from its long-term insurance fund without the consent of LPAL's
directors and actuary. Dividends require the approval of the Jersey Financial Services Commission ("JFSC").
LPAL's investments are therefore not currently available to fund the operations or commitments of the
Company or its other subsidiaries.

The Group held no fixed maturity securities considered less than investment grade as of December 31,
2006. The Group held no fixed maturity securities as of December 31, 2007.

Net Unrealized Gains (Losses) on Available-for-Sale Securities
Net unrealized losses on fixed maturity securities classified as available-for-sale as of December 31,
2006 totaled $14,000. There were no related income taxes. The Group held no fixed maturity securities as of

December 31, 2007.

There were no net unrealized losses on equity securities classified as available-for-sale as of December
31, 2007 or 2006.

Changes in net unrealized gains and losses on available-for-sale securities included in other
comprehensive income for the years ended December 31, 2007 and 2006 were as follows:

Net Unrealized Gains (Losses)

Fixed
Maturity Equity
Securities  Securities Total
{In thousands)

Net unrealized gains on available-for-sale securities as of December 31, 2005.......... $ 20 3 - $ 20
Changes during the year ended December 31, 2006:

Unrealized holding gains and losses on available-for-sale securities.............ccoeeenn {14) - (14)

Reclassification adjustment for gains and losses included in NetIoss.......cc.oonr e (20) - (20}
Net unrealized losses on available-for-sale securities as of December 31, 2006........ $ (14 8 - $ (14}

Changes during the year ended December 31, 2007:
Unrealized holding gains and losses on available-for-sale securiies...........ciinn, 14 - 14
Reclassification adjustment for gains and losses included in netincome ... - - -

Net unrealized losses on available-for-sale securities as of December 31, 2007........ $ - $ - 3 -
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Net Investment Income

The details of investment income, net of investment expenses, are as follows:

Years Ended December 31,

2007 2006

{In thousands)

Interesi on fixed Maturily SECURTES .......c..iiiii et vt $ 208 $ a1
Interest on cash and cash eqUIVAlENES ... e e 596 324
Gross investment iNCOMEe ... 804 1,205
INVESIMENT BXPEMSES ...ttt i ee e ae e s e r e v ee s et be e e essat e e e v rreeeessnsaessabaeesens - (2)
804 1,203
Amounts credited on insurance policyholder accounts............coocovveivveceineen e (44) (468)
Net investment INCOME ... et eb e e e $ 760 $ 735

Realized Gains and Losses

Information about gross and net realized gains and losses on securities transactions is as follows:

Years Ended December 31,

2007 2006

(In thousands) |
Realized gains (losses) on securities transactions:

Fixed maturities, available-for-sale:

GrOSS GAINS 1uvieieeieieiniietie ettt e et eee et et e emeee et esees e ereste st e emene e eneerasresaeeen $1,198 $ -

BrOSS (OB .veieeieiieiiii it eee st oo e et e s34 e e e e enee et e et b e e reeeeeeeeesvmaraaaeee - {2)
Net realized gains (losses) on fixed maturities, available-for-sale .....................oooee e 1,198 (2)
Equity securities, trading:

GrOSS GAINMS ©.ivcvveiiee ettt cee s e r s te e e e et e e et e bt bt e e e e e e e e e b st e e e e e e e e ene e bt - 6
Net realized gains on equity securities, trading.........cccovreeciecie e e - 6
Equity securities, available-for-sale:

TS IOBSES .. creiere et et ee s e e te s et e ettt bt e e e e ee Rt e E e ta e e e eneeeeene et rars - (6)
Net realized losses on equity securities, available-for-sale..............ccccviivinieiei e - (6)
Net realized investment gains {losses) on securities transactions.............coceeeeeee $1,198 $ @

The net realized gain of $1.2 million in 2007 represents a partial distribution received from the
WorldCom, Inc. securities litigation. LPAL held certain WorldCom, Inc. publicly traded bonds which it sold at a
loss in 2002. This $1.2 million payment reverses part of LPAL's realized loss recorded in 2002. Since this
payment is for LPAL's account, it is not available to fund the operations or commitments of the Company or its
other subsidiaries.
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Subsequent Events

LPAL received an additional $0.3 million payment in February 2008, representing the final distribution
from the WorldCom, Inc. securities litigation, which will be recognized in the Group's statement of operations
for the first quarter of 2008. Since this payment is for LPAL's account, it is not available to fund the operations
or commitments of the Company or its other subsidiaries.

In February 2008, LPAL submitted a claim in the Enron Securities class action settlement, based on
certain Enron bonds previously held by LPAL which LPAL believes constitute “Category 1" securities eligible
for the Enron settlement proceeds. The Group does not expect any payment based on LPAL’s claim until
2009 at the eariiest. The amount of the recovery of LPAL's realized investment losses recorded in 2002 is
currently unknown.

Note 4. Property and Equipment

Property and equipment are carried at cost and consisted of the following:
December 31,

2007 2006

(In thousands)

Property, equipment and leasehold improvements.............oin $ 189 $ 729
Accumulated deprecialion ... vvririnieer e (175) {(712)
Property and equipment, Net .............voimiiiiiin i $ 14 $ 17

Note 5. Other Assets

An analysis of other assets is as follows:
December 31,

2007 2006

{In thousands)

PrEPAYIMENLS ..v...evevies e eeeesic ettt ettt ra s srd s s es bbb s $ 164 $ 195
Receivables:
[BIVT=Rin0 110 1010 T RTU U O PO RO - 1
Fee iNCOME rCAIVADIE .. ... e b e 411 169
OB TR CEIVADIES . - oot e ettt v et e et e e e eee e s et bt rt e s e s s s ra s nssmee e et itbssaee s 45 18
Allowance for doubtful aCCOUNES ... (34) (34)
TOtal O EE @SSRS .. oovii e iiie s e e eeeeeee st e e se e e s be e st e e son e se e s saen e sae e s bs e e en e e e e s $ 586 $ 349
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Note 6. Life Insurance Policy Liabilities

An analysis of life insurance policy liabilities is as follows:
December 31,

2007 2006

(In thousands)

Deferred annuities — palicyholder contract deposits ........ccececvevieenie e, $ 95 $ 3,360
Other policy claims and benefits ... 48 280
$ 141 $ 3,640

The liability for future policy benefits and policyholder contract deposits was determined based on the
following assumptions:

Mortality Assumptions

Assumed mortality rates were based on standard tables commonly used in the U.K. life insurance
industry, namely the AMBO0 table for male lives and the AF80 table for female lives.

Withdrawal Assumptions

Withdrawal charges on deferred annuities generally ranged from 1% to 7%, grading to zero over a
period of up to 7 years,

Note 7. Statutory Financial Information and Restrictions

LPAL is regulated by the JFSC and under Article 6 of the Insurance Business (Jersey) Law 1996 is
permitted to conduct long-term insurance business. The JFSC requires LPAL to submit annual audited
financial statements (prepared under U.S. GAAP which is permitted), and an audited annual filing in the format
consistent with that required by the Financial Services Authority in the United Kingdom. The annual filing
submitted by LPAL to the JFSC must be accompanied by a Certificate from the Appointed Actuary that based
on sufficiently prudent assumptions, assets are sufficient to cover all liabilities. The annual filing contains a
report from the Appointed Actuary on the matching of investments to liabilities.

The JFSC sets out the conditions with which LPAL must comply and determines the reporting
requirements and the frequency of reporting. These conditions require that; (i) LPAL must hold, at all times,
approved assets at least equal to the long-term insurance fund plus the required minimum solvency margin,
(i) the margin of solvency must be the greater of £50,000 or 2.5% of the value of the long-term business fund,
and (iii} assets equal to not less than 90% of liabilities must be placed with approved independent custodians.
As of December 31, 2007, LPAL met all of these conditions.

LPAL is also required under the insurance laws to appoint an actuary. The actuary must be qualified as
defined under Jersey law and is required to supervise the long-term insurance fund. No transfers, except in

satisfaction of long-term insurance business liabilities, are permitted from LPAL’s long-term insurance fund
without the consent of LPAL's directors and actuary. Dividends require the approval of the JFSC.
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Note 8. Income Taxes

In June 2006, the FASB issued Interpretation No. 48 (“FIN 48"), “Accounting for Uncertainty in Income
Taxes.” FIN 48 clarifies the accounting for uncertainty in income taxes recognized in an enterprise’s financial
statements in accordance with Statement of Financial Accounting Standards No. 109, “Accounting for Income
Taxes." This interpretation prescribes a recognition threshold and measurement attribute for the financial
statemnent recognition and measurement of a tax position taken or expected to be taken in a tax return. FIN 48
also provides guidance on de-recognition of tax benefits, classification on the balance sheet, interest and
penalties, accounting in interim periods, disclosure and transition. The Company adopted FIN 48 effective on
January 1, 2007,

The Company's management believes that its income tax positions would be sustained upon
examination by appropriate taxing authorities based on the technical merits of such positions, and therefore the
Company has not provided for any unrecognized tax benefits at the adoption date. In general, the Company’s
tax returns remain subject to examination by taxing authorities for the tax years 2003 through 2006.

The Group is subject to taxation on its income in all countries in which it operates based upon the
taxable income arising in each country. However, realized gains on certain investments are exempt from
Jersey and Guernsey taxation. This and other tax benefits which may not recur have reduced the tax charge
in 2007 and 2006.

The Group is subject to income tax in Jersey at a rate of 20%. In the United States, the Group is subject
to both federal and California taxes at rates up to 34% and 8.84%, respectively.

A breakdown of the Group's book income (loss) before income taxes by tax jurisdiction follows:

Years Ended December 31,

2007 2006

(In thousands}
Income (loss) before income taxes:

Jersey, Guernsey and United Kingdom ... $§ 270 $ (1,410)
T oY I =11 TR OSSO USSR P OO TSP PP PI P 108 (2,268)
Total income (1058) before INCOME tAXES ........coveeeriemicritr s $ 378 $ (3,678)
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The provision for income taxes differs from the amount computed by applying the Jersey, Channel
Islands statutory income tax rate of 20% to the income (loss) before income taxes. The sources and tax
effects of the difference are as follows:

Years Ended December 31,

2007 2006

(In thousands)
income tax expense (benefit) computed at Jersey statutory income tax

FAEE OF 20% .o eeeeeere oot ettt ettt et et ae e e e en e e e e b ent e e e $ 76 $ (736)
Realized and unrealized investment gains not subject to taxation

L BEGEY .ot r s e s e e e e e e s et e vt s bea s erber i areeaaes (240) -
Other losses not deductible in JErsey ... e 158 268
Income NOt taxable IN GUEIMISEY ..o rrerr e e e rr s ree s srans e e s e e e e e aneee (10) {20)
Tax expense (benefif} on losses at higher than 20% statutory Jersey rate:

INCOME (10SSE8) 1N B UL B, Lo e e e e nn s v e e e ey 24 (518)
Increase (decrease) in valuation alfowance ... e (48) 972
Expiration of capital loss carryforwards of U.S. entities ..., 67,245 -
Decrease in valuation aliowance related to expiration of capital 10ss

CAMMYTOMWATTS .. ...ttt e e e s s s e e nreen (67,245) -
Forfeiture of U.S. net operating loss carryforwards related to dissolved

LS. BNEHES oottt r et ettt ettt r e - 5,070
Decrease in valuation allowance related to dissolved U.S. entities " ... - (5,070
L0 T OSSO S S 42 39
ACHUAI LAX EXPENSE .........oeeievee ettt et e et st e et e et et st eme e e nevar e et s eneane $ 2 $ b5

" Related to two of the Group's inactive U.S. subsidiaries which were dissolved in December 2006. These entities were owned
by a non-U.S. subsidiary of the registrant and as a result of their dissolution, $4.4 million of federal net operating loss
carryforward penefits and $0.7 million of state net operating loss carryforward benefits were forfeited.

The components of the actual tax expense were as follows:
Years Ended December 31,

2007 2006

(In thousands}
Jersey, Guernsey and United Kingdom:
CUMENt 1aX @XPENSE ..ot eeee et et e e e ettt eereer e nrsetes $ - $ -
Deferred taX EXPENSE ..o....oie it eeeeeee ettt e e et e et e ee et et e st e ene s eerearane s - -

United States:
CUITENt 1aX BXPENSE ..ottt e ettt e e e ees st s eeeeneeetsbe st aenes 2 5
Deferred tax BXPENSE ......ooci ettt e s - -

Total actual taX EXPENSE ..ottt eas et s 3 2 $ 5

The Group recognizes assets and liabilities for the deferred tax consequences of temporary differences
between the tax basis of assets and liabilities and their reported amounts in the financial statements. These
temporary differences will resuit in taxable or deductible amounts in future years when the reported amounts of
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assets and liabilities are recovered or settled. The deferred income tax assets are reviewed periodically for
recoverability and valuation allowances are provided as necessary. Deferred income tax assets and liabilities
are disclosed net in the consolidated financial statements when they arise within the same tax jurisdiction and
tax return.

The tax effects of temporary differences that give rise to significant portions of the deferred income tax
assets and deferred income tax liabilities are presented below. As of both December 31, 2007 and December
31, 2006, full valuation allowances were provided on the net deferred tax assets of the U.S. tax group due to
the uncertainty of generating future taxable income or capital gains to benefit from the deferred tax assets.

December 31,

2007 2006

{In thousands)
U.S. subsidiaries:

Deferred income tax assets:

Net operating 1055 CAITYFOrWArds ..........oovviiiiniirrene s $ 5497 $ 5543
Capital 1055 CarmyfOrWards ... s - 67,245
Deferred COMPENSAtIoN ...........o..o ittt s e 3 4
Bad DS ..o.vevveeceei ettt et e s bbb 14 14
L LT TT 7= L OSSP O PO 1 2
ValUuation HOWENCE .......oooeiiiereevrr e e et e s ee e teice st s smr st a e e smseeraneesanes (5,514) (72,807)

Deferred income tax assets, net of valuation allowance ..............cocccoivenieienn. 1 1

Deferred income tax liabilities:
Depreciation, amortization and other ... {1) (1)

1) N

Net deferred income tax assets — U.S. subsidiaries ..............c.ocecvveecienenn 3 - $ -

As of December 31, 2007, the Group’s U.S. subsidiaries have pre-tax federal net operating loss
carryforwards of approximately $13.3 milion expiring as follows: approximately $1.3 million in 2011, and
approximately $12.0 million from 2020 to 2026. These subsidiaries have California net operating loss
carryforwards of approximately $10.8 million expiring from 2012 to 2016. The Group has recorded a full
valuation allowance for the deferred tax assets arising from these carryforward amounts as of December 31,
2007 due to the uncertainty of generating future taxable income to benefit from the deferred tax assets.

The Company's Jersey, Channel Islands subsidiaries have net operating loss carryforwards of
approximately $12.7 million as of December 31, 2007; however, these loss carryforward positions will be lost
due to the introduction of a new tax system in Jersey in 2009 when the expected tax rate for certain Jersey
corporations will be zero. The Company expects that its tax rate for its Jersey entities will be zero. As such,
no deferred tax assets, and no corresponding valuation reserves, have been recorded for these net operating
loss carryforwards.
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Note 9. Shareholders’ Equity

The Company has authorized 86,400,000 Ordinary Shares with a par value of $0.05 per share. As of
December 31, 2007 and 20086, there were 64,439,073 Ordinary Shares issued and outstanding.

No dividends were declared and paid in 2007 or 2006.

Prior to December 31, 2007, the Company had a liability on its consolidated batance sheet of $215,000,
representing the amount of dividend checks issued by the Company's share registrar to shareholders that had
not been cashed. As the Company had previously remitted the full amount of the dividends to its registrar,
after a period of time, the registrar would return the funds to the Company in the amount of the uncashed
dividend checks. Pursuant to the Company’s Memorandum and Articles, any unclaimed dividend after twelve
or more years after the date of its declaration shall be forfeited and shall revert back to the Company. As such,
at the end of 2007, the Company wrote-off $90,000 of unclaimed dividends that were more than 12 years old,
direcily as a credit to retained earnings in the Company's consolidated balance sheet.

Accumulated other comprehensive loss consists of two components, foreign currency translation
adjustments and net unrealized gains and {osses on available-for-sale securities. Accumulated foreign
currency translation adjustments were ${399,000) and $(404,000) as of December 31, 2007 and 2006,
respectively. The net unrealized gains (losses} on available-for-sale securities after deferred income taxes
were $0 and $(14,000) as of December 31, 2007 and 2008, respectively.

The Group has two share incentive plans as described in Note 12 “Share Incentive Plans” below. Under
the terms of these plans, shares of the Company may be purchased in the open market and held in trust.
These shares are owned by the employee benefit trusts, which are subsidiaries of the Company for financial
reporting purposes.

Changes in the number of shares held by The London Pacific Group 1990 Employee Share Option Trust
(“ESOT") and the Agent Loyalty Opportunity Trust ("“ALOT"} were as follows:

Years Ended December 31,

2007 2006
ESOT ALOT ESOT ALOT

{In thousands)

Shareshefdas af January 1 ..., 13,084 438 13,084 438
PUMCNASE ...ttt e ettt e a st n e s - - - -
EXEIGISEA ... et ee e e e - - - -
Shares held as of December 31..........cocov oo 13,084 " 438 13,084 (" 438

() 834,000 shares are held in ADR form.
Warrants

On November 11, 2002, the Company agreed to grant 1,933,172 warrants to subscribe for the
Company's Ordinary Shares to Bank of Scotland in connection with the extension of the Group's credit facility
(which was fully repaid and terminated in June 2003). The warrants were granted on February 14, 2003 and
have an exercise price of £0.1143 (based on the average of the closing prices of the Ordinary Shares over the
trading days from November 1, 2002 through November 11, 2002), which was higher than the market price of
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£0.09 on November 11, 2002. These warrants are exercisable at any time prior to February 14, 2010 and their
fair value was determined to be $251,125, based on a risk-free rate of 2.80%, volatility of 179% and a dividend
yield of zero. The Company recognized $30,625 of expense relating to these warrants in 2002. The balance
of $220,500 was recognized as an expense in 2003, with the corresponding entries to additional paid-in
capital.

Note 10. Commitments and Contingencies
Lease Commitments

The Group leases office space under operating leases. Total rents under these operating leases were
$201,000 (net of sublease income of $86,000) and $207,000 (net of sublease income of $46,000), for the
years ended December 31, 2007 and 2006, respectively. The Group had no capital leases as of December
31, 2007.

Future minimum lease payments required under non-cancellable operating leases with terms of one
year or more, as of December 31, 2007, were as follows:

Operating
Leases'”

{In thousands}

020107 SRR TR T U T U T oS OO PP PP PP PPTP PRSI PEPPEPR S PITA 273
B0 TR T U TR U T OO SO TP P PSP PP PP PSPPSRI RER R 133
L0 & [0 NRTTUTUTTT T T RO P PP PPT PP SRPPS 67
R = OO U VU PV P OV USRS PUSSUR PP PIUPIOION $473

M |ncludes commitments related to the Group's Jersey office lease which expires in September 2010. The Group entered into a
sublease of its Jersey office during 2006. Expected future sublease income from 2007 through 2010 is $215,000. A liability of
$118,000 remains recorded on the Company's consolidated balance sheet as of December 31, 2007, representing the loss on
the sublease from 2008 through 2010.

Approximately 64% of the Jersey office lease commitments are covered by a sublease to a third party.
Guarantees

In November 2002, the FASB issued FASB Interpretation No. 45 (“FIN 45"), "Guarantor's Accounting
and Disclosure Requirements for Guarantees, Including Indirect Guarantees of Indebtedness of Others - an
interpretation of FASB Statements No. 5, 57 and 107 and rescission of FASB Interpretation No. 34." The
following is a summary of the Company's agreements that the Company has determined are within the scope
of FIN 45.

Under its Memorandum and Articles of Association, the Company has agreed to indemnify its officers
and directors for certain events or occurrences arising as a result of the officer or director serving in such
capacity. The maximum potential amount of future payments the Company could be required to make under
these indemnification agreements is unlimited. However, the Company maintains directors and officers liability
insurance that limits the Company's exposure and enables it to recover a portion of any future amounts paid.
As a result of its insurance coverage, the Company believes the estimated fair value of these indemnification
agreements is minimal and has no liabilities recorded for these agreements as of December 31, 2007.
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The Company enters into indemnification provisions under its agreements with other companies in its
ordinary course of business, typically with business partners, clients and landlords. Under these provisions,
the Company generally indemnifies and holds harmiess the indemnified party for losses suffered or incurred by
the indemnified party as a result of the Company's activities. These indemnification provisions sometimes
include indemnifications relating to representations made by the Company with regard to intellectual property
rights. These indemnification provisions generally survive termination of the underlying agreement. The
maximum potential amount of future payments the Company could be required to make under these
indempnification provisions is unlimited. The Company believes the estimated fair vaiue of these agreements is
minimal. Accordingly, the Company has no liabilities recorded for these agreements as of December 31, 2007.

Note 11. Fair Value of Financial Instruments

All financial instruments used in the Group's trading and investing activities are carried at fair value or
amounts that approximate fair value. Fair value is based generally on listed market prices or broker-dealer
price quotations. To the extent that prices are not readily available, estimated fair value is based on valuation
methodologies performed by management, which evaluate company, industry, geographical and overall equity
market factors that would influence the security’s fair value,

With the exception of the fixed maturity securities classified as held-to-maturity, which are held at
amortized cost, the carrying values of the Group's financial assets are equal to estimated fair value.

Considerable judgment is required in interpreting market data used to develop the estimates of fair
value. Accordingly, the estimates presented herein are not necessarily indicative of the amounts that could be
realized in a current market exchange. The use of different market assumptions or estimation methodologies
may have a material effect on the estimated fair value amounts.

The carrying values and estimated fair values of the Group's financial instruments were as follows:

December 31,
2007 2006
Carrying Estimated Carrying Estimated
Value Fair Value Value Fair Value

{In thousands)
Financial assets:

Cash and cash equivalents...........cccocovvveeven.n. $ 14,568 $ 14,568 $ 6,707 $ 6,707
Investments:
Fixed maturities;
Available-for-sale .........cooveveeeiiceeeen, - - 9,007 9,007
Held-to-maturity .............c.o.oviieeee - - 3,009 3,004
Equity securities:
Avallable-for-sale ........ccoovvvviieeiieere 1,984 1,984 844 844

Financial liabilities:
Life insurance policy liabilities .............ccoco....... 141 139 3,640 3,603

The following methods and assumptions were used by the Group in estimating the fair value of the
financial instruments presented:

Cash, Cash Equivalents and Cash Held in Escrow: The carrying amounts reported in the consolidated
balance sheet for these instruments approximated fair value.
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Fixed Maturity Securities: Fair values for actively traded fixed maturity securities classified as available-for-
sale and held-to-maturity were generally based upon quoted market prices. Fair values for private corporate
debt securities were based on the results of valuation methodologies performed by management.

Available-for-Sale Equity Securities: Fair values for equity securities classified as available-for-sale were
based upon the results of management's valuation methodologies, including analysis of company, industry,
geographical and overall equity market factors which influence fair value.

Life Insurance Policy Liabilities: The balance sheet caption ‘life insurance policy liabilities” includes
investment-type insurance contracts {i.e., deferred annuities). The estimated fair values of deferred annuity
policies were based on their account values after deduction of surrender charges.

Note 12. Share Incentive Plans

The Group has two share incentive plans for employees, agents and directors of Berkeley Technology
Limited and its subsidiaries that provide for the issuance of share options and stock appreciation rights.

Employee Share Option Trust

The London Pacific Group 1980 Employee Share Option Trust (“ESOT"), which was approved by
shareholders in 1990, provides for the granting of share options to employees and directors, The objectives of
this plan include retaining the best personnel and providing for additiona! performance incentives. Options are
generally granted with an exercise price equal to the fair market value of the underlying shares at the date of
grant. Such grants to employees and directors are generally exercisable in four equal annual installments
beginning one year from the date of grant, subject to employment continuation, and expire seven or ten years
from the date of grant.

The ESOT may purchase shares of the Company in the open market, funded each year by a loan from
the Company or its subsidiaries. While the loan is limited up to an annual maximum of 5% of the consolidated
net assets of the Group, the ESOT is not limited as to the number of options that may be granted, as long as it
holds the shares underlying the total outstanding options. The loan is secured by the shares held in the trust,
is interest free, and is eliminated in the consolidated financial statements. The ESOT has waived its
entittement to dividends on any shares heid. See Note 9 “Shareholders’ Equity” for a summary of the share
activity within the ESOT.

Share option activity for the years ended December 31, 2007 and 2006 was as follows:

2007 2006

Weighted- Weighted-
Number Average Number Average
of Exercise of Exercise

{Options in thousands) Options  Price Options Price
Outstanding as of January 1 ... 5,225 $2.59 6,285 $2.77
LT o112 s TR PO PRP PRSP 4,500 0.10 - -
=8 1= 1= IO OO U TP PP PP TP PP PRPPPRTS (100} 0.20 - -
o1 = [ UR DIPTSR S ISR SIS - - (1,060) 3.66
Outstanding as of December 31 ... 9,625 $1.45 5,225 $2.59
Options exercisable as of December 31 ... 4,675 $2.88 4,475 $3.00
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See Note 1 "Summary of Significant Accounting Policies” for information regarding the Group's
accounting for share based compensation.

Summary information about the Group's share options outstanding as of December 31, 2007 is as

foliows:

(1}

Options Outstanding Options Exercisable ™"

Weighted-

Average Woeighted- Weighted-
Range of Remaining Average Average
Exercise Number Contractual Exercise Number Exercise

Prices Qutstanding Life Price Exercisable Price

{In thousands) (Years) {In thousands)

$0.10 $0.50 7,315 7.79 $0.17 2,365 $0.209
0.51- 5.00 220 3.18 2.46 220 248
5.01-10.00 2,030 3.38 541 2,030 541
10.01-21.00 60 2.68 21.00 80 21.00
$0.10 - $21.00 9,625 6.72 $1.45 4,875 $2.88

e e —mde—————_ memmdeec————— —r———————

™ The intrinsic value of all options outstanding as of December 31, 2007 was zero, as the market value of the underlying shares
was $0.10 as of that date.

Valuation and expense information under SFAS 123R

The estimated fair value of share option compensation awards to employees and directors, as calculated
using the Black-Scholes option pricing model as of the date of grant, is amortized using the straight-line
method over the vesting period of the options. For the years ended December 31, 2007 and 2006,
compensation expense related to employee share options under SFAS 123R totaled $71,000 and $58,000,
respectively, and is included in gperating expenses in the accompanying statements of operations.

During the first quarter of 2007, 4,500,000 options were granted to employees and directors at an
exercise price equal to the fair market value of the underlying shares on the grant date which was $0.10.
These options were vatued using the Black-Scholes option pricing model using the following assumptions:
expected share price volatility of 66%, risk-free interest rate of 4.52%, weighted average expected life of 6.25
years and expected dividend yield of zero percent. The fair value of the 4,500,000 opticns was $292,000.
During 2007, 250,000 options became vested, 100,000 options were {orfeited and no options were exercised.
At December 31, 2007, there were 9,625,000 options outstanding with a weighted average exercise price of
$1.45. Of these options, 4,675,000 were exercisable at December 31, 2007, and these have a weighted
average exercise price of $2.88. The remaining 4,950,000 options were unvested at December 31, 2007.
These unvested options have a weighted average exercise price of $0.11. As of December 31, 2007, total
unrecognized compensation expense related to unvested share options was $254,000, which is expected to be
recognized as follows: $88,000 in 2008, $77,000 in 2009, $72,000 in 2010 and $17,000 in 2011.

Agent Loyalty Opportunity Trust

The Agent Loyalty Opportunity Trust ("ALOT") was established in 1997 (without shareholders’ approval)
to provide for the granting of stock appreciation rights (“SARs”") on the Company’s Ordinary Shares to agents
of the Company's former U.S. life insurance subsidiary. Each award unit entitted the holder to cash
compensation equal to the difference between the Company's prevailing share price and the exercise price.
The award units were exercisabie in four equal annual installments commencing on the first anniversary of the
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date of grant and were forfeited upon termination of the agency contract. Vesting of the award in any given
year was also contingent on the holder of the award surpassing a predetermined benchmark tied to sales and
persistency. The SARs expired seven years from the date of grant. The 79,000 awards outstanding at
December 31, 2005 expired in April 2006.

The ALOT may purchase Ordinary Shares in the open market, funded by a loan from a Group
subsidiary. The loan is secured by the shares held in the trust and bears interest based upon the trust’s net
income before interest for each financial period. The trust receives dividends on all Ordinary Shares held. The
loan, interest income and dividend income are eliminated in the consolidated financial statements. See Note 9
“Shareholders’ Equity” for a summary of the share activity within the ALOT.

SAR activity for the years ended December 31, 2007 and 2006 was as follows:

2007 2006

Weighted- Weighted-
Number Average Number Average
of Award Exercise of Award Exercise

{Award units in thousands) Units Price Units Price
Outstanding @5 of JANUATY T ... e - - 79 $5.19
GIANEA oot s e eeeeeeseeeeaeesreres e ee s araranraea e s nn b abaste e e s raaareene s - - - -
EXOTCISEU «nvvneeieeieeesieieeetsreeeeeeeetbetanesassasrreesaeee s e st Thrbr e e eeean s et s - - - -
F O RILEA .. oeveesees e eeererettesasraneeeesnaecsreen s sanssessnsannaesabbsnasssnnsssanees - - - -
EXPITEA ...cveveeeeeeiem ettt st bbb - - (79) 5.19

Outstanding as of December 31 ... - - - -

Award units exercisable as of December 31 ..., - - - -

Note 13. Pension Plan

The Group provides a defined contribution plan for its U.K. employees. There is currently one participant
in the plan. The Group has no ongoing liabilities associated with the plan. Contributions of $175,000 and
$161,000 were made by the Group to the plan in 2007 and 2006, respectively. Of the 2007 and 2006
contributions, $121,000 and $111,000, respectively, were offset by a salary waiver.
Note 14. Earnings Per Share and ADS

Earnings (loss) per ADS are equivalent to ten times earnings (loss) per Ordinary Share.

A reconciliation of the numerators and denominators for the basic and diluted earnings (loss) per share

calculations in accordance with Statement of Financial Accounting Standard No. 128 ("SFAS 128”), “Earnings
per Share," is as follows:
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Years Ended December 31,

2007 2006

{in thousands, except share,
per share and ADS amounts)

Income (loss) from continuing ORPErations ........cccovvec v e $ 376 $ (2,683)
Loss an discontinued OperationsS. ...t e s se s - (1,000)
NEL INCOME {IOSS) .....coeeiieiiir s e ettt st eeeee et eb s ereern $ 376 $ (3.683)

Basic earnings (loss) per share and ADS:
Weighted-average number of Ordinary Shares outstanding,

excluding shares held by the employee benefit trusts.............cc.coviiniciii e e 50,916,692 50,916,692
Basic earnings (loss) per share:
ContinuUing OPEIAtIONS .......cviicecc e ettt sttt aeranraens $ 001 $ (0.05)
DisSCONINUE OPEFAHIONS. ... eveiei ettt ee e et e e e e e e e e e b e e s e - {0.02)

$ 001 $ (0.07)

Basic earnings (loss) per ADS:
ContiNUING OPETALIONS ........cvieeeee e eriea et e e e res st st st e e ses e sbe s ete vt ebee $§ 007 $ (0.53)
DisCONNUEd OPEIALIONS . ... .ocviie e et er it s e et e s st eeebeassasneseeerrreean - (0.20)

$ 007 $ (0.73)

Diluted earnings (loss) per share and ADS:
Weighted-average number of Ordinary Shares outstanding,

excluding shares held by the employee benefit trusts..........cooeeviiiii e, 50,916,692 50,916,692
Effect of dilutive securities (warrants and employee share options) .....c.ccccvvverver 304,545 -
Weighted-average number of Ordinary Shares used in diluted

earnings (loss) per share calCUlations ... e 51,221,237 50,916,692
Diluted eamings (loss) per share:

ContinuUING OPEratioNS ..............coiiviiii ittt e et et res e e e ene e $ 00 $ (0.09
DisCONtINUE OPEIatioNS..........ccov ittt et se e e et e e srasannt e s iassans - (0.02)

$ 001 $ (0.07)

Diluted earnings (loss) per ADS:
Continuing OPEratioNS ..ot et re v e e e eee $ 007 $ (0.53)
Discontinued OPErations............c.coov ittt eee et eeeee e e e e s e s rrresee e s e eneees - {0.20)

$ 007 § (0.73)

As the Company recorded a net loss for the year ended December 31, 2006, the calculation of diluted
loss per share for that year does not include potentially dilutive employee share options and warrants issued to
the Bank of Scotland as they are anti-dilutive and, if included, would have resulted in a reduction of the net loss
per share. [f the Company had reported net income for the year ended December 31, 20086, there would have
been an additional 8,125 shares, respectively, included in the calculation of diluted earnings per share for that
year.
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Note 15. Transactions with Related Parties
The Group paid legal fees of approximately $5,000 and $1,000 during 2007 and 2006, respectively, to a
law firm of which one of its directors, Victor A. Hebert, is a member.
Note 16. Business Segment and Geographical Information

The Company's reportable operating segments are classified according to its remaining businesses of
life insurance and annuities, and venture capital and consulting.

Intercompany transfers between reportable operating segments are accounted for at prices which are
designed to be representative of unaffiliated third party transactions.

Summary revenue and investment gain (loss) information by geographic segment, based on the
domicile of the Group company generating those revenues, is as follows:

Years Ended December 31,
2007 2006

{In thousands)

=T £-T=3 TSP OTOR $ 1,842 $ 968
GUBTIISEY . cvveceerterirreeneeriaesanee e eriesamee e oeeeseeas e emmeasb i et ae s 1aasbs e et e st eenn e saeans e sraanaanieesmteneens 52 103
NIt SEatE S .. e e e e et e b 1,828 872

Consolidated revenues and net investment gains {losses)
for continUING OPEratiONS ...........cccoooiiiiviree e s $3,722 $1,943

Total assets by geographic segment were as follows:
December 31,

2007 2006

(In thousands)

JEBISBY .ot e et en b $ 14,135 $ 15,203
GBUBINSEY ..o et eir et eercerm e e rs e e rr s s raame e s e s e aa e e e nse s e st e eeeae s naneeaba e b e e bbb s s et anre s 1 2,082
0T =0 B 2= 1= ST U U OO U PO TP P U RO PR PUUPUPRUPRTTPPPNE 3,031 2,952
Consolidated total ASSetS ... eeccisitre v snr e e e s enrrnnrree e e s rrerganes $ 17,167 $ 20,237
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Revenues and income (loss) before income taxes for the Company's reportable operating segments
included in continuing operations, based on management’s internal reporting structure, were as follows:

Years Ended December 31,

2007 2006
{In thousands)
Revenues:
Venture capital and consuliNg ..ot s $ 1,718 $ 723
Life insurance and annuities ..o e e e 1,778 937
3,496 1,660

Reconciliation of segment amounts to consolidated amounts:
Interest and other fee INCOME ... e 226 283
Consolidated revenues and net investment gains and losses .

for CONtINUING OPEratioNS ...........c..oooooociiiiiiiieeee et nn $ 3,722 $ 1,943
Income {loss) from continuing cperations before income

tax expense:
Venture capital and CONSUIING ............vececviiieeeens e et st $ 317 $ (403)
Life insurance and annUItiES .......cco oot e e e 1,228 (221)

1,545 (624)

Reconciliation of segment amounts to consolidated amounts:
Interest and other Fee INCOME ... s 226 283
COTPOTALE BXPENSES ... oo iceiee ettt eee et ettt e e e e e eaeeeaete s st b e e aneaeeaeeesaeseaseeamnanas {1,392) {2,336)
[NEErESE EXPBNSE. ..ottt ettt e e st e et ena e eaneanaes (1) {1)
Consolidated income (loss) from continuing operations

before iNCOMe tax EXPENSE .................cocooiiiiiiiec et $ 378 $ (2,678)

Assets atributable to each of the Company's reporiable operating segments, based on management's
reporting structure, were as follows:
December 31,

2007 2006
{fn thousands)
Assets:
Venture capital and CONSUIING ...............c..oo oo e e e $ - 8 -
Life insurance and annuUItIES . ...coooivini ettt 12,238 14,518
Corporate @nd Other ... e a b 4,929 5719
Consolidated total ASSeS............c.cocvveveee ettt $17,167 $ 20,237

Note 17. Client Concentration

Ouring 2007, 51% of consulting fee revenues were generated from one client. The level of consulting
fees is expected to be volatile in future periods depending on the nature and extent of the Group's work at any
point in time.

45



REPORT OF THE INDEPENDENT AUDITORS
To the shareholders of Berkeley Technology Limited:

We have audited the consolidated financial statements of Berkeley Technology Limited (the “Group”) for
the years ended December 31, 2007 and 2006 which comprise the consclidated balance sheets, the
consolidated statements of operations, the consolidated statements of cash flows, the consolidated statements
of changes in shareholders’ equity and the consolidated statements of comprehensive income. These financial
statements have been prepared under the accounting policies set out therein.

Respective Responsibilities of Directors and Auditors

The directors' responsibilities for preparing the annual report and the financial statements in accordance
with applicable laws and Accounting Principles Generally Accepted in the United States (US GAAP) are set out
in the Directors’ Responsibilities as Regards to the Financial Statements on page 6.

Our responsibility is to audit the financial statements in accordance with International Standards on
Auditing {UK and lreland).

We report to you our opinion as to whether the financial statements are presented fairly and have been
properly prepared in accordance with the Companies (Jersey) Law 1991. We also report to you if, in our
opinion, the Directors' Report is not consistent with the financial statements, if the Company has not kept
proper accounting records, if we have not received all the information and explanations we require for our
audit.

We read the other information contained in the annual report and consider the implications for our report
if we become aware of any apparent misstatements within it.

Our report has been prepared pursuant to the requirements of the Companies (Jersey) Law 1931 and
for no other purpose. No person is entilled to rely on this report unless such a person is a person entitled to
rely on this report by virtue of and for the purpose of the Companies (Jersey) Law 1991 or has been expressly
authorized to do so by our prior written consent. Save as above, we do not accept responsibility for this report
to any other person or for any other purpose and we hereby expressly disclaim any and all such liability.

Basis of Audit Opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued
by the Auditing Practices Board. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit
includes examination, on a test basis, of evidence supporting the amounts and disclosures in the financial
statements. The Company is not required to have, nor were we engaged to perform, an audit of its interna!
control over financial reporting. Our audits included consideration of internal control over financial reporting as
a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Group’s internal control over financial reporting. Accordingly,
we express no such opinion.

An audit also includes an assessment of the significant estimates and judgments made by the directors

in the preparation of the financial statements, and of whether the accounting policies are appropriate to the
Group’s circumstances, consistently applied and adequately disclosed.
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Opinion
In our opinion:
. The financial statements give a true and fair view, in accordance with Accounting Principles Generally

Accepted in the United States, of the state of the Group’s affairs as at December 31, 2007 and of its results for
the year then ended; and

. The financial statements have been properly prepared in accordance with the Companies (Jersey) Law
1991.

BDO Stoy Hayward LLP
Chartered Accountants
55 Baker Street

London W1U 7UE

April 15, 2008
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SHAREHOLDER AND INVESTOR INFORMATION
Market Information

The principal trading market for our Ordinary Shares is the London Stock Exchange ("LSE"), under the
symbol “BEK.L,” on which such shares have been listed since February 1985. ADSs, each representing ten
Ordinary Shares, are evidenced by ADRs for which The Bank of New York is the Depositary. Our ADSs have
traded in the United States from September 1992 through August 1993 on the OTC Bulletin Board, from
September 1993 through November 1998 on The Nasdaqg Stock Market™ under the symbol “LPGL,” from
November 1999 through July 3, 2002 on the New York Stock Exchange (“NYSE") under the symbol “LDP,"
from July 12, 2002 through June 15, 2003 on the OTC Bulletin Board under the symbol "LDPGY.PK” and since
June 16, 2003 on the OTC Bulletin Board under the symbol “BKLYY.PK." As of December 31, 2007, there
were 64,439,073 Ordinary Shares outstanding of which 12,515,810, or 19.4%, were represented by 1,251,581
ADSs. ADS holders may exercise their voting rights through the ADR Depositary.

In June 2002, we completed a one-for-ten reverse split of our ADSs. On June 24, 2002, every ten of our
ADSs issued and outstanding were converted and reclassified into one post-split ADS. Consequently,
effective from the opening of business on June 24, 2002, each ADS is equal to ten Ordinary Shares.
Fractional new ADSs were sold by the Depositary Bank and paid in cash to the ADR holders. This ADS split
did not affect our Ordinary Shares listed on the LSE.

On July 9, 2002, trading of our ADRs was suspended and the securities were withdrawn fram listing and
registration on the NYSE due to a fall in price below the minimum permitted by the NYSE. As a result of the
delisting, the liquidity of our common stock and its price were adversely affected. These actions may limit our
ability to raise additional capital in the future, and there is no assurance that a significant trading market for the
ADRs will develop. If an active trading market does not develop, ADR holders may be unable to sell their
ADRs.

Subsequent to the delisting, the ability of ADR holders to buy and sell is limited to trading on the oTC
Builetin Board. Shares traded on the OTC market generally experience lower trading volume than those
traded on the organized exchanges. The trading volume of the ADRs has decreased substantially since the
NYSE delisting and the transfer of the ADRs to the OTC Bulletin Board.

The following table shows, for the quarters indicated, the reported highest and lowest middle market
quotations (which represent an average of bid and asked prices) for our Ordinary Shares on the LSE, based on
its Daily Official List, and the high and low trade price information of the ADSs as obtained from the OTC
Bulletin Board:

LSE OTC Bulletin Board
Pounds Sterling Per U.S. Dollars
Ordinary Share Per ADS

High Low High Low
2007:
First QUAMET.......ooei ettt e e 010 0.03 1.08 0.56
SeCONd QUAMET ..ot 0.07 0.05 1.05 0.80
THIFA QUANET.....coeoveeeee et s 0.07 0.04 0.99 0.65
FOUMA QUAMET ..o s 0.07 0.05 1.00 0.65
2006:
FirSt QUAMET ......occviivirererieeee e see st nn s 0.07 0.06 1.10 0.70
Se00Nd QUAMEI...v.re i i 0.07 0.06 1.20 0.85
THIRD QUARET.....ove et et s 0.07 0.06 1.06 0.90
FOUh QUAET ....ovie et 0.07 0.04 1.14 0.55
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Holders

As of February 29, 2008, we had approximately 1,323 Ordinary shareholders of record and 70 ADS
holders of record. Because many Ordinary Shares and ADSs are held by brokers and various institutions on
behalf of other holders, we are unable to estimate the total number of beneficial holders represented by these
holders of record.

Dividends

Until 2002, we paid dividends on our Qrdinary Shares in every year since we became listed on the LSE
in 1985. Dividends on our Ordinary Shares were paid twice a year. In view of our requirement to conserve
cash in order to meet the operating needs and growth opportunities of the business, we did not pay an interim
or final dividend for 2006 or an interim dividend for 2007. Our Board of Directors will not be recommending a
final dividend for the year 2007.

Holders of ADSs are entitled to receive dividends paid, if any, on our Ordinary Shares through the ADR
Depositary.

Dividends per ADS are paid net of the 20% standard rate Jersey Income Tax which we must deduct
when paying dividends out of our income. There is currently no double taxation treaty between the U.S. and
Jersey. Generally, the net dividend paid to a U.S. holder is includabie in gross income and treated as foreign
source dividend income for U.S. federal income tax purposes. The Jersey tax deducted is not a withholding
tax and therefore there is no corresponding foreign tax credil. Such dividends generally will not be eligible for
the dividends received deduction allowed to U.S. corporations. ADS holders should consult their own tax
advisors as to the tax consequences of such ownership. Please refer to information regarding statutory
restrictions on the payment of dividends in the section entitled “Management's Discussion and Analysis of
Financial Condition and Resuilts of Operations.”

Inquiries

Shareholders who have questions relating to our business should write to Berkeley Technology Limited,
P.O. Box 715, Jersey JE4 OPX, Channe! Islands. Administrative inquiries concerning shareholdings, such as
loss of share certificates, dividend payments or change of address, should be sent directly to Computershare
Investor Services {Channel Islands) Limited, Ordnance House, 31 Pier Road, St. Helier, Jersey JE4 8PW,
Channel Islands. inquiries relating to ADSs should be sent directly to The Bank of New York, Investor
Services, P.O. Box 11258, Church Street Station, New York, New York 10286-1258.

A copy of our Annual Report for the year ended December 31, 2007 on Form 10-K and/or Proxy
Statement as filed with the SEC is available from our registered office at the address shown above.
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ADDRESSES

Berkeley Technology Limited
Registered office:

4 Wests Centre

Bath Street

St. Helier, Jersey JE2 48T
Channel Islands

Mailing address:
P.O.Box 715

Jersey JE4 OPX
Channel Islands

Telephone: (01534) 607700
Facsimile: (01534) 607799

Berkeley International Capital
Corporation

650 California Street, 26" Floor
San Francisco, California 94108

Telephone: (415) 249 0450
Facsimile: {415) 249 0553
Website: www.berkeleyve.com

Loridon Pacific Assurance Limited

P.O.Box 715
Jersey JE4 OPX
Channel Islands

Telephone: (01534) 607780
Facsimile: (01534) 607799
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Registrar

Computershare Investor Services
{Channe! Islands) Limited
Ordnance House

31 Pier Road

St. Helier, Jersey JE4 BPW
Channel Islands

Telephone: {((1534) 825200
Website: www.computershare.com

ADR Depositary

The Bank of New York

Investor Services

P.0O. Box 11258

Church Street Station

New York, New York 10286-1258

Telephone: (888) 269 2377

From outside the U.S.: (201) 680 6825

Website: www.adrbny.com



NOTICE OF THE ANNUAL GENERAL MEETING

Notice is hereby given that the twenty-fourth Annual General Meeting of Berkeley Technology Limited

will be held at the Jersey Museumn, Ouless Room, The Weighbridge, St. Helier, Jersey, Channel Islands on
Thursday, July 31, 2008 at 9:00 a.m. (local time} for the following purposes:

Ordinary Business

1.

Other

4,

To receive the report of the directors and the financial statements included in the Company's Annual
Report to Shareholders for the year ended December 31, 2007, together with the report of BDO Stoy
Hayward LLP, the Company’s independent auditors,

To re-elect a director, Victor A. Hebert, who is retiring by rotation.

To re-appoint BDO Stoy Hayward LLP as the Company’s independent auditors for purposes of the
Company’s primary listing on the London Stock Exchange and BDO Seidman, LLP as the Company’s
independent registered public accounting firm for purposes of the Company's listing in the U.S., and to
authorize the directors to fix their remuneration.

Business

To act on any other matters that may properly come before the meeting.

By Order of the Board

Robert A. Cornman
Secretary

April 29, 2008

Notes

A member entitled to attend and vote at the meeting may appoint one or more proxies to attend and, on
a poll, to vote instead of him/her. A proxy need not be a member of the Company. A form of proxy is
enclosed for use at the Annual General Meeting for holders of Ordinary Shares.

To be valid, the form of proxy must be lodged at the registered office of the Company not less than
48 hours before the time fixed for the meeting.

No director has a contract of service with the Company.
If you have sold or otherwise transferred all of your shares in Berkeley Technology Limited, you should
send this document together with the accompanying form of proxy, to the purchaser or transferee or to

the stockbroker, bank or other agent through whom the sale or transfer was effected, for transmission to
the purchaser or transferee.

; END




